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VOL. LXXVII Contents include : 
BARCLAYS OVERSEAS DEVELOPMENT CORPORATION 


THE WASHINGTON AGREEMENT: 


TOWARDS AN EXPANDING WORLD ECONOMY 
By THE EDITOR 


ECONOMIC PEACE IN OUR TIME? 
By Pau EINZIG 


EXCHANGE CONTROL AFTER WASHINGTON 
By Davip SAcHS 


BANKING TRENDS OF 1945 


THE NATIONALIZATION OF THE FRENCH BANKING SYSTEM 
By J. GRAHAME-PARKER 


THE FUTURE OF GERMANY’S FINANCES 
By L. G. NEWTON 


ECONOMIC SANCTIONS 
By K. ALEXANDROWICZ 


OVERSEAS BANKING IN 1945: 


A series of special articles reviewing recent financial and economic developments in : 


INDIA, AUSTRALIA, SOUTH AFRICA & TH LIBERATED COUNTRIES 


HUDDERSFIELD 
BUILDING SOCIETY 


Established ‘ Zz 2 Reserves 
186-4 RAS z/5 £900,000 


HEAD OFFICE: BRITANNIA BUILDINGS, HUDDERSFIELD 
LONDON OFFICE: BRITANNIA HOUSE, 203 STRAND, W.C.2 





BLADES, EAST & BLADES 


LIMITED 


Established 1821 
BANKERS’ CHEQUE PRINTERS 
e 


CONTINUOUS CHEQUES, BANK NOTES, BEARER WARRANTS, 
SHARE CERTIFICATES AND GENERAL SECURITY PRINTING. 
COMPANY PROSPECTUSES. 

PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, BANKS, ETC. 


PRODUCERS OF HIGH GRADE PRINTING BY LETTERPRESS, 
LITHOGRAPHIC AND PHOTOGRAVURE PROCESSES. 


| 
City Offices: Works 
17 & 23, ABCHURCH LANE, LEONARD STREET, 
LONDON, ;.6.% FINSBURY, LONDON, E.C.2 
Telephones: Telephones : 
MANSION HOUSE 4366 (10 lines) CLERKENWELL 1020 (10 lines) 
Telegrams: “Identical, Cannon, London " 
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BRADBURY, WILKINSON & CO,, LTD. 


oo 
DESIGNERS, ENGRAVERS & PRINTERS 
of 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 
CERTIFICATES, CHEQUES, 
and 
ALL DOCUMENTS OF SECURITY 


eee 
HEAD OFFICE & WORKS: LONDON OFFICE: 
NEW MALDEN, SURREY 20 COLEMAN STREET, E.C.2 
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University, which 
has made the name of Oxford 
renowned, received fresh im- 

petus from the students expelled 

from Paris in 1168. In the two 
following centuries, many colleges 
were founded, and it was at St. 

John’s that King Charles 1 set up 

his headquarters at the beginning 

of the Civil War. 

In 1771, the banking business of 
Parsons, Thomson and Parsons was 
established by William Fletcher 
and Herbert Parsons, mercers 
of the city of Oxford. William 
Fletcher, a prominent member 
of the Corporation of Oxford, 


FJ OHE ancient 


PSS Se 


was a specialist in “clerical clothing, 
corded - silk waistcoats, knee 


” 


breeches and silk stockings. 
Herbert Parsons was Mayor of 
Oxford in 1810 and 1820. 

In 1900, the amalgamation with 
Barclay & Company Limited took 
place, when a Local Head Office 
was established in Oxford. In 1919, 
the business of Gillett & Co. was 
also acquired. 

Under a system of decentralised 
control, with Local Head Offices estab- 

lished throughout the country, aclose 
association with local affairs and, not 
infrequently, personal links with 
past traditions are maintained by 


BARCLAYS BANK 


LIMITED 


54 LOMBARD STREET, 


LONDON, E.C.;3. 




















(ii) 


Why 


YOU ale able to cable 
so cheaply 


Half of any surplus profit earned by Cable and Wireless Ltd. above 4% of 








capital goes to reduction of rates and to development of the service. 


These examples show how this policy has operated : 


THE EMPIRE FLAT RATE of Is. 3d. a word (full rate) introduced in 1938, 
involved big reductions of rates throughout the Empire. The benefit to users 


was about £500,000 a year. 


5s. Od. EMPIRE SOCIAL TELEGRAM of 12 words, to or from anywhere in 


the Empire, was an extension of the Flat Rate scheme. 


OTHER RATE REDUCTIONS cost about £682,000 a year, of which nearly 


£230,000 represents reductions during the war. 


EXPEDITIONARY FORC: MESSAGES (E.F.M’s) allowed members of the 
Services overseas to exchange messages with relatives and friends at home for a 


reduced flat rate ef 2s. 6d. a telegram of three phrases, 


Cable and Wireless 


PIONEERS OF CHEAP COMMUNICATIONS 


Cableand Wireless Ltd., Electra House, Victoria Embankment, London, W.C.2 
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THE CHATWOOD SAFE & ENGINEERING CO. LTD. 
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‘HIS is typical of many enquiries 


that come in the Ministry’s 

post-bag. There are still numbers 
of young workers under 2] who are 
unable to get their daily allowance of 
extra food in the form of National 
Milk-Cocoa. 

Employers are asked to co-operate 
with the Ministry of Food to ensure 
that their young workers do, in fact, 

this first class protein every day, 
for it is essential to their physical 
levelopment and activity. 

if you already hold a permit for 
National Milk-Cocoa, do please see 
that all your employees, under 21, 


have their daily ration. Encourage 
them to take it, and see that it is 
properly mixed—it is quite simple. 

If you have not got a permit and 
employ young workers under 21, 
enquire at your local Food Office 
where you will be given all the infor- 
mation necessary for you to apply for 
one. 

National Milk-Cocoa is supplied in 
6 lb. and 20 Ib. containers, sufficient 
to make 96 and 320 cups respectively 
Nothing could be simpler to make 
and serve—just add hot water and 
stir well. A maximum charge of Id. 


a cup is permitted. 


NATIONAL 


Mitik-Cocoa 


in 6ib & 20 Ib containers 


Apply at your 


local Food Office 





eued by The Ministry of Food, London, W.1 
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UNION OF 
SOUTH AFRICA 


| N the adventurous days of 
eutly maritime exploration, 
the Portuguese navigator 
Bartholomew Diaz, seeking 
a route to the Indies, dis- 2 
covered the Cape of Good = 
Hope in 1488. : 

in 1652, the Netherlands 
East India Company estab- 
lished a base at Table Bay 
which became a_ valuable 
port of call on the route to 
the Indies. 

At the close of the Napo- 
leonic Wars, the territory— 
then known as Cape Colony 
—was formally ceded to 
Britain. In 1910, the province was united with the provinces of Natal, the Transvaal and the Orange Free 
State, to form the Union of South Africa, and Cape Town became the legislative capital of the Union. 

The principal products of Cape Province are diamonds, wool, fruit and wines. 

The Bank has its South African Head Office in Pretoria with a Local Head Office in Cape Town. 
There are over 350 branches throughout the Union. 

Those concerned with trade in Africa, the Mediterranean or the West Indies, are invited to com- 


municate with :— 
BARCLAYS BANK 
(DOMINION, COLONIAL AND OVERSEAS) 


LONDON, E.C.3. D co 
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THE CHARTERED BANK OF 
INDIA, AUSTRALIA & CHINA 


Incorporated by Royal Charter 1853 
CAPITAL £3,000,000 RESERVE FUND £3,000,000 


BRANCHES AND AGENCIES throughout INDIA and THE EAST. 


The Bank offers a complete Overseas Banking Service 
and provides exceptional facilities for financing every 
description of trade with the East. 
Deposits for Fixed Periods or repayable at call or at 
short notice are received at rates which may be ascer- 
tained on application. 
The Bank also undertakes Trusteeships and Executor- 
ships. 
HEAD OFFICE: 38, BISHOPSGATE, LONDON, E.C.2. 
West END BRANCH: 
28, CHARLESe IT STREET, HAYMARKET, S.W.1. 
MANCHESTER BRANCH: 52, MOSLEY STREET. 
NEW YORK AGENCY: 6s, BROADWAY, NEW YORK CITY. 


AFFILIATED BANK IN INDIA: 
THE ALLAHABAD BANK LTD. with 15 BRANCHES and 32 SUB-AGENCIES. 











( vi) 


MARTINS BANK 


LIMITED 








Chairman: Frepertc A. BATES, M.C., A.F.C., D.L. 
Deputy Chairmen: A. Haro.p Bissy, D.S.O., D.L. 
Ropert VERE Buxton, D.S.o. Sir Wm. Care Legs, BartT., 0O.B.E. 


Chief General Manager : JAMES MCKENDRICK 


TOTAL ASSETS: £226,000,000 





LONDON DISTRICT HEAD OFFICE: 68, LOMBARD ST., E.C.3 
HEAD OFFICE: WATER STREET, LIVERPOOL, 2 





THE UNION DISCOUNT COMPANY 
OF LONDON LIMITED 


Telegrams: 39 CORNHILL Telephones: 


“ Udisco, Stock 


London.” LONDON E.C.3 —<_ 
Capital and Reserve 


£4,750,000 


DIRECTORS 
The Rt. Hon. Lord Kennet of the Dene, P.C. (Chairman) 
David John Robarts (Deputy Chairman) 
The Hon. Geoffrey C. Gibbs Archibald A. Jamieson 
Thomas Francis Tallents, M.C. John Ivan Spens 


Treasury, Bank and First-Class Trade Bills Discounted, 
Money Received on Deposit for Fixed Periods or at Call. 
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Chairman 
The Rt. Hon. Lord Balfour of Burleigh, D.L. 


Deputy Chairman 
Sir Austin E. Harris, K.B.8. 


Vice-Chairmen 
Sir Francis A. Beane 
R. A. Wilson 


LIMITED Chief General Managers 
E. Whitley-Jones 
A. H. Easor 


FOR EVERY CLASS OF 
B A NK IN c B U Ss INE Ss Ss Joint General Managers 


W. R. Bown, F. S. Cheadle, 
W. B. Mayles, R. G. Smerdon, mc. 


Offices throughout Ensiand and Wales 
and also in india 


HEAD OFFICE: 71 BARD STREET, LONDON, E.C.3 





THE BANK OF AUSTRALASIA 


Incorporated by Royal Charter, 1835 


Paid-up Capital - - - - - £4,500,000 
Reserve Fund - - - - - £2,500,000 
Currency Reserve ~- “ £2,000,000 
Reserve Liability of a ender the Charter £4,500,000 


£13,500,000 


COURT OF DIRECTORS : 


D. F. ANDERSON, Esq Cc. G. HAMILTON, Esq. 
HON. Pe EOFFREY C. Grpss, C.M.G. PHILIP NESBITT, Esq. 
J. F. GILLIAT, Esq. DAVID J. RORBA RTS. Esq. 
EDMU IND GODWARD, Esq. ARTHUR WHITWORT He Esq. 


HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 


Manager: G. C. COWAN. 


Numerous Branches throughout the States of VICTORIA, NEW 

SOUTH WALES, QUEENSLAND, SOUTH AUSTRALIA, 

WESTERN AUSTRALIA, TASMANIA and the DOMINION OF 
NEW ZEALAND. 


The Bank offers facilities for the transaction of every description of Banking business in Australia 

and New Zealand. Negotiates or collects Bills. Issues Telegraphic Transfers, Letters of Credit and 

Drafts, also Circular Credits and Travellers’ Cheques. Deposits received at interest for fixed periods 
on terms which may be ascertained on application. 
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BANK OF LONDON 
SOUTH AMERICA 


LIMITED 


Affords a complete international banking service through 
its branches in 

ARGENTINA, BRAZIL, CHILE, COLOMBIA, ECUADOR, 

GUATEMALA, NICARAGUA, PARAGUAY, PERU, 

EL SALVADOR, URUGUAY, VENEZUELA, SPAIN, 
PORTUGAL. 


Head Office: 
6, 7 and 8, TOKENHOUSE YARD, LONDON, E.C.2. 


Agencies in New York, Bradford, Manchester. 


BANCO MERCANTIL DE BANCO DE CREDITO 


SAO PAULO S.A. DEL PERU 


Cable Address: MERCAPAULO CAPITAL S/’.16,000,000.00 


RESERVES S/’.26,432,576.29 
Authorized Capital: s 
Cr $60,000,000.00 HEAD OFFICE: LIMA 
Paid-up Capital: Cr$52,870,080.00 EIGHT CITY BRANCHES 
Reserves: @ Cr$18,044,005.80 THIRTY-SIX PROVINCIAL BRANCHES 
Head Office : _ 

Sado Paulo (Brazil) Entrust us with 
BRANCHES:—Rio de Janeiro YOUR COLLECTIONS 
(Federal District) . Santos (Sdéo ON PERU 
Paulo) . Curitiba (Paranda), and 


36 Agencies throughout Sdo cca 
Paulo and Paranda States. 

PERU’S OLDEST NATIONAL COMMERCIAL BANK 

Correspondents in all States of 


Brazil. ESTABLISHED IN 1889 
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ROYAL BANK OF SCOTLAND 


Incorporated by Royal Charter, 1727 


Governor: His GRACE THE DUKE OF BUCCLEUCH AND QUEENSBERRY, G.C.¥.O, 
Deputy Governor: RIGHT HON. THE EARL OF STRATHMORE AND KINGHORNE, D.&. 
General Manager: J. M. THOMSON 


TOTAL ASSETS - £133,459,605 


HEAD OFFICE : EDINBURGH 
Branches throughout Scotland 


LONDON OFFICES : 
3 Bishopsgate, E.C.2 49 Charing Cross, S.W.1 
8 West Smithfield, E.C.\ Burlington Gardens, W.1 
64 New Bond Street, W.1 


ASSOCIATED BANKS—WILLIAMS DEACON’S BANK LTD. (Members of the London Bankers’ Clearing 
House), GLYN, MILLS & CO. (Members of the London Bankers’ Clearing Howse). 


THE CLYDESDALE BANK LIMITED 


) ESTABLISHED 1838 
Capital Issued ~- £5,300,000 Reserve Fund - - £2,100,000 
Capital Paid up~- £1,300,000 Deposits - = £65,350,086 
ANDREW MITCHELL, General Manager. 
Head Office: 30 ST. VINCENT PLACE, GLASGOW 


Foreign Exchange Branch: 91 BUCHANAN ST., GLASGOW, EDINBURGH: 29 GEORGE ST. 


| LONDON OFFICE: 30 LOMBARD STREET, E.C.3 


West End—Piccadilly Circus Branch: 31 REGENT STREET S.W.1 
(200 Branches ) 
Affiliated te MIDLAND BANK LIMITED, with over 1,800 Branches. 
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The Aristocrat 
of Wool, Woollies, and Woollens: 
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MIERCANTIRE 
INSURANCE GO. LTD. 


Security & Sensice 


THREADNEEDLE STREET, LONDON, E.C,2 
e PRINCES STREET, EDINBURGH, 2 






—— 


| NO COUPONS | SECURITY! 













| Life has a sense of firm found- 
No matier how much or re i ation to those who have 
| how little you already have, ff | eal tala vent 

; : SAFEGUARDED 

} so long as you are a healihy | 


the future 






life you ean always apply for 


more LLFE ASSURANCE, 





PROTECT 
Your dependants and 
PROVIDE 
for retirement by a 
REFUGE POLICY 
Assets - - - £88,000,000 


Claims Paid - £164,000,000 
(1944 ACCOUNTS) 


REFUGE 


ASSURANCE COMPANY Ltd. 


OXFORD STREET, MANCHESTER, 1. 


An “S.W.F.” policy is life 





| assurance de luxe at a utility 






price. 






i Ask fer details from | 


ecrelary, 









SCOTTISH WIDOWS’ 
FUND 


Head Office : | 
9 St. Andrew Square 














Edinburgh, 2 





BANQUE BELGE POUR L’ETRANGER 
(OVERSEAS) LTD. 


Affiliated to the Société Générale de Belgique 


CAPITAL £2,000,000 


entirely subscribed 


LONDON NEW YORK 
4, Bishopsgate, E.C.2 67, Wall Street 


BOARD OF DIRECTORS 
A. CALLENS, (Chairman), 
Sir THOMAS J. STRANGMAN, K.C., (Deputy-Chairman), 
P. BONVOISIN, F. HAEGLER, P. RAMLOT, 
A. DONNAY, (Managing Director). 


Chief Manager: M. SMITS 
Manager: E. VAN HOOF 


British and Foreign Banking Business of every Description transacted 
FOREIGN EXCHANGE TRANSACTIONS - COMMERCIAL CREDITS 
COLLECTION OF CLEAN AND DOCUMENTARY DRAFTS, ETC. 


Correspondents throughout the World 












REVISED RATES FOR IMMEDIATE 
ANNUITIES 











EXAMPLES 
Each £100 would provide :— 
MALE AGE FEMALE 
£8 8 11 p.a. 60 £7 5 6 p.a. 
£10 O 8 p.a. 65 £8 10 7 p.a. 
£12 6 4 p.a. 70 £10 7 10 p.a. 
£15 12 11 p.a. 75 £13 3 1 p.a. 


Yields for Half-yearly and Quarterly 
Payments are slightly less. 


= 
STANDARD LIFE 


ASSURANCE COMPANY 


HEAD OFFICE + 3 GEORGE STREET + EDINBURGH 
LONDON: 3 ABCHURCH YARD, CANNON STREET, E.C.4 
Atso BRANCHES IN THE PRINCIPAL TOWNS 











BANK OF 
NEW SOUTH WALES 


ESTABLISHED 1817 
a 


London Offices: 
29, Threadneedle Street, E.C.2. 
47, Berkeley Square, W.1. 


Guages in New South Wales with 
Limited Liability.) 











EASTERN BANK 


LIMITED 


Head Office: Crosby Square, 
BISHOPSGATE, LONDON, E.C.3 


£2,000,000 
£1,000 ,000 
£700,000 


Authorised Capital 
Paid-Up Capital 
Reserve Fund 


BRANCHES : 
BOMBAY CALCUTTA 
KARACHI MADRAS 
COLOMBO BAHRAIN 
BAGHDAD BASRA 
AMARAH MOSUL 
SINGAPORE 


Conducts all descriptions of Banking 
Business with the East. 

Current Accounts are opened and 
Fixed Deposits are received at rates 


of interest which may be ascertained . 


on application. 


EXECUTORSHIPS & TRUSTEESHIPS 
UNDERTAKEN. 








STANDARD BANK 
OF SOUTH AFRICA 


LIMITED 

















Bankers to the Imperial Government in South 

rica: and to the Governments of Southern 

Rhodesia, Northern Rhodesia, Nyasaland and 
Tanganyika. 


Capital Authorised 

and Subscribed £10,000,000 
£2,500,000 
Reserve Fund - - -  £3,500,000 


10 CLEMENTS LANE, LOMBARD ST. 
and 77 KING WILLIAM ST., LONDON, E.C.4 
LONDON WALL Sranch—63 Lendon Wall, E.C.2 


WEST END Branch—9 Northumbertand Ave, W.C.2 
NEW YORK Agency—67 Wali Street 


Capital Paid-up - . 


OVER 390 BRANCHES, eng yte py and 
AGENCIES in SOUTH, EAST and 
CENTRAL AFRICA 


Banking Business of every description 
transacted at ail Branches and 
Agencies. 








OTTOMAN BANK 


Incorporated in Turkey with Limited Liability 
FOUNDED 1863 
CAPITAL,  £10,000,000 
PAID UP, £5,000.000 
RESERVE, £1,250,000 


London: 
26, THROGMORTON ST., E.C.2 


MANCHESTER : 56-60 Cross St. 


ISTANBUL: 
(Galata, Beyoglou, Yeni Cami) 


BRANCHES AND AFFILIATIONS 
THROUGHOUT THE NEAR EAST 


Drafts and Telegraphic Transfers issued 
Letters of Credit Granted 


EXCHANGE & INSURANCE 
OPERATIONS EFFECTED 
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THE ENGLISH, SCOTTISH & AUSTRALIAN BANK 


LIMITED 


HEAD oFFicE—5, Gracechurch “Street, London, E.C.3 
and many Seanehes ane Agpaaine throughout Australia 





SUBSCRIBED CAPITAL .. a a és .. £5,000,000 
PAID-UP CAPITAL .. £3,000,000 
FURTHER LIABILITY OF PROPRIETORS .. £2,000,000 
RESERVE FUND ae ‘ .. £1,800,000 
CURRENCY RESERVE , : £1,585 ‘000 
With its widespread connections, this Bank tin. every ; facility for the conduct of all 
classes of Banking and Exchange business with Australia. 
J. A. CLEZY, London Manager and Secreary. 


NATIONAL BANK OF EGYPT 


(Incorporated in Egypt. Liability of Members is Limited.) 


HEAD OFFICE : CAIRO 


Commercial Register No. 1 Cairo 





FULLY PAID CAPITAL - - £3,000,000 
RESERVE FUND - . - £3,000,000 


London Office: 
6 and 7 KING WILLIAM STREET, E.C.4 


Branches in all the Principal Towns in 


EGYPT and the SUDAN 





THE 


ANGLO-PALESTINE BANK L"™ 


INCORPORATED 1902 
Stafford House, King William Street, London, E.C.4 
GENERAL MANAGEMENT - - TEL-AVIV 
Branches: TEL-AVIV, JAFFA, JERUSALEM, HAIFA, TIBERIAS, SAFAD, 
PETAH-TIKVAH, HEDERA, HADAR-HACARMEL, REHOVOTH, RISHON-LE-ZION 


Affiliation :—THE GENERAL MORTGAGE BANK OF PALESTINE LIMITED, TEL-AVIV 
THE A.P.B. TRUST COMPANY LIMITED, TEL-AVIV 
THE A.P.B. INVESTMENT COMPANY LIMITED, TEL-AVIV 





UNDERTAKES EVERY DESCRIPTION OF BANKING SERVICE FOR BUSINESS WITH PALESTINE 











THE PALESTINE DISCOUNT BANK LTD. 
TEL-AVIV (Head Office) and JERUSALEM 


Authorised Capital - - ~ L.P. 750,000.— 
Paid up and Reserves- - ~~ L.P. 715,367.— 


Every description of Banking Business transacted. Correspondence is invited from Banks and 
Bankers seeking an efficient connection in Palestine. 
AFFILIATION : 
THE PALESTINE MERCANTILE BANK, LTD. 
HAIFA REHOVOTH 
The Bank transacts every description of trustee ay 


through the P.D.B. Executor & Trustee Co., L 
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BANK MELLI IRAN 


(NATIONAL BANK OF IRAN) 
INCORPORATED BY LAW IN 1927 
HOLDER OF EXCLUSIVE RIGHT OF NOTE ISSUE 


CAPITAL FULLY PAID ~ - - - Rials 300,000,000.— 

RESERVES (BANKING DEPARTMENT) - - Rials 591,500,000.— 

RESERVE (ISSUE DEPARTMENT) - . - Rials 930,000,000.— 
Governor and Chairman of the Executive Board: ABOL HASSAN EBTEHAJ 


Head Office: TEHRAN, IRAN (Persia). 


140 Branches and Agencies throughout Iran. 


London Correspondents : Bank of England. 
Midland Bank Limited. 
Martins Bank Limited. 
The Chase National Bank of the City of New York. 


New York Correspondents: Federal Reserve Bank of New York. 
Irving Trust Company. 
The Chase National Bank of the City of New York. 
Guaranty Trust Company of New York. 
Bank of the Manhattan Company. 
The Chemical Bank and Trust Company. 
The Bank through its Banking Department offers complete banking service for Foreign 
Exchange transactions, provides special facilities for Documentary Credits, etc., and with its 
numerous Branches in Iran deals with every description of banking business. 


ADMINISTERS NATIONAL SAVINGS. 

















THE BANK OF INDIA, LTD. 


Established 7th September, 1906 


CAPITAL ISSUED - - - - - Rs. 3,00,00,000 

CAPITAL SUBSCRIBED - - - - » 2,97,17,900 

CAPITAL PAID UP - -_ - -  - »» 1,48,58,950 

RESERVE FUND - = «© -#  « » 1,79,08,950 
HEAD OFFICE :—ORIENTAL BUILDINGS, BOMBAY. 


BOMBAY BRANCHES :—Bullion Exchange, Colaba, Kalbadevi and Malabar Hill. 

OTHER BRANCHES :—Ahmedabad, Ahmedabad (Station Branch), Ahmedabad (Ellis Bridge), Ahmedabad 
(Manek Chowk), Amritsar, Andheri, Bandra, Bhui (Kutch). Calcutta (Clive Street), Calcutta (Bara Bazar), 
Calcutta (Chowringhee Square), Coimbatore, Hyderabad (Siad), Jamshedpur, Junagadh, Karachi, Madras, 
Nagpur, Nagpur City, Palanpur, Poona, Poona City, Rajkot, Surat, Veraval. 


LONDON AGENTS :—THE WESTMINSTER BANK, LTD. 
NEW YORK AGENTS :—THE CHASE NATIONAL BANK OF THE CITY OF NEW YORE 


DIRECTORS : 
Sir Chunilal V. Mehta, K.C.S.1. (Chairman) Sir Cowasjee Jehangir. Baronet, G.B.E., K.C.LE 
Mr. Ambalal Sarabhai Mr. Dinsha K. Daji 
Sir Joseph Kay, Kt. Mr. Ramniwas Ramnarain 


Mr. A. Geddis 
General Manager: Mr. A. C. Clarke 


Current Deposit Accounts.—Except at certain places Interest is allowed on daily balances from Rs. 300 to Rs. 
1,00,000 @ $% per annum. Interest on balances in excess of Rs. 1,00,000 allowed only by special arrangement. No 
credit will be given for interest amounting to less than Rs. 5 per half year. 

Fixed Deposits.—Deposits are received fixed for one year or for shorter periods at rates of interest which can be 
ascertained on application. 

SAVINGS BANK.—Accounts opened on favourable terms. 

Safe Deposit Vaults at Kalbadevi Branch (Bombay), Bandra Branch, Ellis Bridge Branch (Ahmedabad), Manek 
Chowk Branch (Ahmedabad) and Jamshedpur Branch. 

The Bank acts as Executor and Trustee under Wills and Settlements and undertakes Trustee Business 
generally. 

General Banking Business transacted. 





THE 


IMPERIAL BANK OF IRAN 


11, Telegraph Street, London, E.C.2 


IRAN (Persia) exports petroleum, grains, dried fruits and nuts, tragacanth, carpets, 
fur skins, hides, opium, wool, sheep’s casings, raw silk, saffron, and other such products. 
Imports to Iran are textiles, sugar and tea, drugs and chemicals, machinery, motor-cars 
and trucks, haberdashery, hardware and manufactured goods of all kinds. The currency 
is the rial, and the official rate of exchange (November, 1945) has been fixed since May, 
1942, at 128 and 130 rials to the pound sterling. The reimposition of restrictions on 
sales of exchange in the autumn of 1945 resulted in rates of exchange up to 160 and 
back to 140 on the free market. 


The Imperial Bank of Iran is the British Bank with fifty-six years’ experience in the 
country and it has branches in all the principal towns and ports. 


The Imperial Bank of Iran is also established in Baghdad and Basra, the chief towns 
ofi raq, where exports are mainly cereals, dates, cotton and wool, and imports much 
the same as for Iran. The Iraq currency is the dinar, equal to £1 sterling, and the exchange 
has been steady and stable and unrestricted within a quarter per cent. of par, for many years. 


The Imperial Bank of fran also has branches at Kuwait and Bahrain, in the Persian 
Gulf, where there are oil-fields and pearl fisheries. These ports are centres of trade 
with India, Eastern Arabia, !raq and Iran. Their currency is the Indian rupee. Exchange 
on Bombay is normally at a moderate discount in Kuwait and Bahrain. 





HONGKONG AND SHANGHAI 
BANKING CORPORATION 


CAPITAL ISSUED AND FULLY PAID UP _ $20,000,000 
RESERVE FUNDS STERLING 7 ..  £7,125,000 
RESERVE LIABILITY OF MEMBERS .. $20,000,000 


HEAD OFFICE (temporarily) : 
9, GRACECHURCH STREET, 
LONDON, E.C.3 


Chief Manager: A. MORSE, C.B.E. 


Branches & Agencies throughout India and the Far East, &c. 


HONGKONG & SHANGHAI BANK (TRUSTEE) LIMITED 


g, Gracechurch Street, E.C.3, a company incorporated in England, and an 
affiliate of The Hongkong and Shanghai Banking Corporation, is prepared 
to act as Executor and Trustee in approved cases. 


Full particulars may be had on application 








HEAD OFFICES — HALIFAX 


LONDON OFFICE 
HALIFAX HOUSE, STRAND, W.C.2 
General Manager 
F. —E. W. HOWELL, LL.D. 
BRANCHES THROUGHOUT 
THE KINGDOM 


The World's Largest = 
B U | LDI NG SOCI ETY £132,000,000 


Reserve Funds 
Exceed £6,000,000 





THE NATIONAL CITY BANK OF NEW YORK 


Incorporated with limited liability under the National Bank Act of the U.S.A. 


Founded 1812 
Head Office: 55 Watt Srreet, New York 


117 OLD BROAD STREET, E.C.% London Offices : 11 WATERLOO PLACE, S.W.1 
NEW EDITION 
STUDIES IN PRACTICAL BANKING 


BEING THE GILBART LECTURES FOR 1932-1935 
By R. W. JONES, Fellow of the Institute of Bankers 


Author of “ Bankers and the Prorerty Statutes ’”’ 
With a foreword by BERNARD CAMPION, one of His Majesty’s Counsel. 


This popular work is a safe and authoritative guide on matters of banking, not only to bankers -them- 
selves, but also to accountants and company officials and the business community as a whole. In this 
second edition the author has brought the Case Law up to date in so far as it directly affects the subject 
matter, ros. 6d. net. 

PITMAN’S COMMERCIAL LIST.—An abridged list of Pitman Commercial books has now been issued. 
It contains details of many standard works on English, Arithmetic, Book-keeping, Commerce, Economics; 
Secretarial Work, Banking, Insurance, Business Management, and Commercial Law, ete. 


sont sect’ PITMAN .oitsits 
PARKER STREET, LONDON, W.C.2. 











A. M. BONNER, L®. “i 


30 LIME ST. am 


— FR STA 


DATING STAMPS, URGENT ORDERS AUTOMATIC NUMBERING AND 


ENDORSING INKS AND ai DATING MACHINES, COMPANY 
SELF-INKING PADS A Speciality SEALS, GENERAL ENGRAVERS 
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BANKING 


in the 


NEAR EAST 


Comprehensive banking service throughout Egypt, Palestine, Syria, 
Lebanon and Iraq, backed by 45 years’ experience of the territory, is 
offered to those contemplating business with those countries. Financial, 
commercial and industrial information on these rapidly expanding 


markets of the Near East is available to responsible business houses. 


Enquiries will receive prompt, personal attention and individual 


service. 


BANQUE ZILKHA, S.A.E. 


CAIRO ALEXANDRIA 
Egypt 
{ssociated Bank: 
K. A. ZILKHA. Maison de Banque 


BAGHDAD BEYROUTH — DAMASCUS 
4q (Lebanon) (Syria) 
Com. Reg. Cairo No. 47926 








BANCO MEXICANO, S.A. 


Codes in use: 


Cable address : Capital: Authorized $10,000,000.00 Lieber’s, Bentley’s, 
** Bancano Paid in.— $ 4,000,000.00 Peterson, A.B.C. 
Capital Reserves, $ 1,937,231.94 sth Edition. 
Av. 5 de Mayo 35 Mexico, D. F. 
CITY BRANCHES: 
**ROSALES "’ “MERCED "’ 
Calle de Rosales 20 Av. Rep. del Salvador 156 
‘““SANTA MARIA "’ ** BRASIL "’ 
Sta, Ma. de la Ribera 10 Rep, del Brasil y Bolivia 


Tehuacan, Branch: Tehuacan Pue., Mex. 
We do all kinds of banking transactions in our Main Office and any of our branches 
We have a complete net of correspondents covering the entire Repub!ic of Mexico and have connections in 
the most important Cities of the World 





BOWMAKER LIMITED 


For ALL TYPES of LONG TERM CREDIT 


OUR FACILITIES SUPPLEMENT THOSE OF THE BANKS 





BOURNEMOUTH: LONDON : 
BOWMAKER HOUSE, LANSDOWNE. 61, ST. JAMES’S STREET, S.W.1 
Tel: Bournemouth 7070. Tel: REGent 1481. 


AND BRANCHES. 















Micro-photography will help you to 
1. Save space by maxing film copies which 
occupy only a fraction of the space taken 
up by the original documents. 
2. Save time by copying almost instantaneously 
complicated documents which might take 
hours tu copy by hand. 


3. Save trouble by avoiding errors made in 
hand copying 


Write to ti rganisation with greatest experience of 


micr pying 1 the greatest micro-copying resource 


‘"RECORDAK’ DIVISION OF 


KODAK LTD. 


DEPT. 16, ADELAIDE HOUSE, KING WILLIAM ST., LONDON, E.C.4 and at I1, PETER ST., MANCHESTER, 2 
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LAN NOT TO HAVE A COLD 


‘Take two Serocalcin tablets daily, for thirty consecutive days. That 
is the plan—and in most cases it provides immunity from colds for 
the following three to four months. 


Serocalcin is thought to act by building up the natural resistive 
capacity of the body against invading organisms that cause colds. 
Some fail to respond to the stimulation which Serocalcin gives 
to the natural defences, but fortunately most people experience 
satisfactory results and, by following the simple Sero alcin plan, can 
| § and do—year after year—enjoy complete freedom from colds. 

To treat existing colds, Serocalcin is taken in a dosage of 3 tablets 
three times daily. 


Your Doctor or Chemist will tell you more about 


SEROCALCIN 


PLA PLL LLLY DP IPAL AL ALAS AP NP AP AP AGS P LY PLP AY AL AL PAP ADAP PAP APL PLA AP LAP APP APP ASL 


: for the prevention and treatment of the common cold 
The full Serocalcin immunizing course (60 tablets) costs 8/54 inc. tax; and there 
1 ts a small pack of twenty tablets for which the charge is 3/44. All who suffer 
§ from the common cold are invited to send for booklet “ Immunity from Colds.” 
Y 
s MADE BY HARWOODS LABORATORIES LTD., WATFORD 
) 
SOnOn Onna PALO PAPAL AL AISP ADDL AP ADAP LDAP AP ADL LPL LP AP AP APA AD AP AP MY MAPS APPS LPP AL ALP APAP LAY AP LL APPA ha 
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Established 1833 


NATIONAL 
PROVINCIAL 
BANK 


LIMITED 


Head Office: 
15 Bishopsgate, London, E.C.2 


Affiliations: 
COUTTS & CO. 
GRINDLAY & CO. LTD. 








BUT FOR THE R.A.F. ... 


But for the Royal Air Force this lovely land of Britain might have 
been*one with the rubble of Europe. 

The R.A.F. Benevolent Fund, thanks to public warm-heartedness, 
is carrying on, helping the sick and crippled, succouring the widow 
and orphan, assisting the dependants of those who in our direst 





peril saved us. 


Not for many a day can the need or cost diminish ; only by your 
continuing support can the task be worthily accomplished. 


ROYAL AIR FORCE 
BENEVOLENT FUND 


Please send your donations to: 
Lord Riverdale, Chairman, or Bertram T. Rumble, Hon. Sec., 
Appeals Committee, R.A.F. Benevolent Fund, 1, Sloane Street, London, S.W.1. 
Cheques and P.O. payable to R.A.F. Benevolent Fund. 
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ac _MODE 
pis. fe 
" iy reads MICROFILM = 


25 high Microfilming is the modern way of keeping records. 
é To read your Microfilm there is no better Reader than 






roi The WRAY ‘ B.K.’ Microfilm Reader from which enlarge- 
@ & ments may also be obtained. 

a It is a necessary adjunct to Rye 

Office Equipment for reading THE WRAY BK. 


back important documents that 
have been microfilmed. 
Illustrated on left £17-10-0 


THE BEST WAY to make your 
own Films is to use the portable 
WRAY ‘B.K.’ MICROFILM 
CAMERA with 35 mm. film ; 
simple to manipulate—no skill 
required—storing of dusty files 
made obsolete. 


These Instruments are made by WRAY 
(Optical Works) LTD., Bromley, Kent. 
Makers of Prism Binoculars; Photo- 
graphic and Projection Lenses; Process 
Prisms; Optical Systems and Instruments. PR. 

36° HIGH. BASE 27%15 


WRAY “783,38 Microfilm READER & CAMERA 
READER Price £17-10-0 |Cinplt Lisa | 


Percy Phillipson: Director of Sales OFFICE ESSENTIALS LTD. 169 Piccadilly LONDON WI. 
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a: 
Orders & Enquiries to > 


Sole distributors for Great. Britain € Eire. ONE REGENT 1900 











| 

| 

j 

| Gmintdlade Sherry) 

WIADSOR CREAM 

| tee @ chowo swlection of quality 
p am Ypevts, Drandieds, Sherries, 
} Fork, Sigwe 100d, Champagnes, ele. 
| wile ort catd 


O RIA woe conn 10 


| 44, SOUTH AUDLEY STREET, 
| LONDON, W.|1. 








Urther « 





Telephone: GROsvenor 4817/4647 


Telegraphic Address: Sheriport, Audley, London. 











By Appointment, Patent Lock and Safe Makers 








35 
27315 
RA 

2-10-0 


W.I. 
NT 1900 





NOW AVAILABLE 
THE NEW DEED BOX 


Sturdily built in welded steel these new boxes are fitted with the famous unpickable 
Chubb Lock, and the Detector Device which reveals attempted tampering. 

The modern silvery crackle finish and chromium lock face give these boxes a 
distinguished appearance. 

Now on view at our showrooms and at Harrods, Aspreys, Fortnum and Masons 
and most of London’s famous stores 


Urther details from CHUBB & SON'S LOCK & SAFE CO. LTD., 68, ST. JAMES'S ST., LONDON, S.W.! 


“YOU CAN TRUST IN A CHUBB” 








YOU'LL BE 
PROUD TO 
POSSESS AS 
SOON AS 
RESTRICTIONS 
PERMIT ! 


WILLIAM HODGE 
& COMPANY LIMITED 
Publishers 


BUREAUCRACY - 
Ludwig von Mises 

MONETARY 

EQUILIBRIUM 


Gunnar Myrdal 


THE STOCKMARKET, 

CREDIT and CAPITAL 

FORMATION . - 2i1/- 
Fritz Machlup 


INTERNATIONAL 
ECONOMIC 


DISINTEGRATION - 21/- 
Wilhelm Répke 


PROBABILITY, STATIS- 


TICS and TRUTH - - 14/- 
Richard von Mises 


It has 60 years’ 
proved performance 
behind it. 
London 


Edinburgh Glasgow 


THAT HAS 
SERVED YOU 
FAITHFULLY 
in the famous 
‘Tip-fill’ Bottle 
From Stationers 
and Stores 


Imperial 


Wade in Great Britain 


Imperial Typewriter Company Ltd. 


L. G. SLOAN LTD.,“ChePen Corner” 
41 KINGSWAY, LONDON, W.C.2 


| eicester 
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This pair of Lotus Veldtschoen were bought exactly 20 yeats 
ago this month. They have been worn regularly throughout 


winter and have withstood all weathers iil the 


slightest indication of letting in water. ‘The uppers are still 
= 


in excellent condition. 


Semaine nelle eee 





LOTUS 


Veldtschoen 
GUARANTEED WATERPROOF 


BY LOTUS LTD. AGENTS IN-ALL PRINCIPAL TOWNS 


























MARKS A TURNING POINT 
IN THE HISTORY OF 


RETAIL 
PRICE 
55/- 
including 
purchase 
tax. 


" IRO” is unique: it writes with a 

ball-bearing point—a point that 

never goes wrong, never floods, tends or 

splutters — a point that rolls your writing 

on to the paper with effortless ease. 

“BIRO” ink dries as you write; you 
cannot smudge it; you need no blotter. 


“BIRO” writes six months or more 
without refiiling—according to the 
amount you write. To replenish “‘ BIRO” 
for a similar period of trouble-free service, 
a refill unit is inserted while you wait. 

The demand for “BIRO” has far 
exceeded production capacity. Con- 


sequently you may have to be patient 
until your turn comes round. 


Wholesale Distributors 
SIR HENRY LUNN (Commercial Dept.) 
15, King Street, St. James’s, 
London, S.W.1. 
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Notwithstanding the 
difficulties, you are no 
doubt making every 
effort to proceed with 
your plans for future de- 
velopment. The British 
Mutual Bank is prepared 
to discuss your problems 
and m ke suggestions for 
their solution. 























BRITISH MUTUAL 
BANK LIMITED 


Ludgate Circus, London, E.C.4 





























Founded 1857 








— . 
DISCUSSING 
y 4 ’eYr 
WILLS WITH 
CUSTOMERS 
When occasion arises to 
discuss wills with custom- 
ers, may we ask bankers 
kindly to remember the 
great socia‘ and evangelistic 
work of the Church Army ? 
Help by a legacy is very 
greatly appreciated. Lega- 
cies can be allotted to a 
spec fied obj-ct and named 
“In Memoriam” of the 
testator. 
Forms of bequest and full 
particulars may be obtained 
from The 


CHURCH 
ARMY 


SS BRYANSTON STREET 
LONDON, W.! 


(Registered under the War Charities Act 1940 
10/125 
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Never was Great Britain more dependent 


than today on her great industrial 
resources, With fifteen factories in 


Britain alone Dunlop is playing its part 


DUNLOP 


Backs Britain’s Reco very 





§H/185 
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PLANNED BANKING 


CH/ Cr 
1945 


ENUCHIGl 
1944 
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During its long experience the Bank has successfully aided those faced with post-war 
difficulties. So again, now that reconstruction plans loom large, the Bank provides 
the services which help to solve industrial and commercial problems—no matter how 
large or how small. 


DISTRICT BANi LIMITED 


Heap Orric—E: SPRING GARDENS, MANCHESTER, 2 
PrincipAL LONDON OFFICE: 75, CORNHILL, E.C. 3 












ALLIANCE 


ASSURANCE CoO. LTD. 
HEAD OFFICE: 
BARTHOLOMEW LANE, LONDON, EC.2 
Established 1824 


INSURANCES OF ALL KINDS 


FIRE . MARINE - BURGLARY and THEFT 
Accidents of all kinds - - - - Motor Vehicles 
LIFE (with and without profits) - - Estate Duty Policies 
Family Protection - - Children’s Deferred Assurances 
and Educational Endowments - - - - Annuities 


The Company undertakes the 
duties of Executor and Trustee. 
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THE OLDEST INSURANCE 
OFFICE IN THE WORLD 


is prepared to undertake all 







the duties usually entrusted to 


EXECUTORS and TRUSTEES 


at reasonable rates. 







Booklet on application to: 
Head Office: 63 Threadneedle Street, E.C.2 


Branches in all important Towns. 



























FIGURING, 





Burroughs 
Leads 


Burroughs Mechanical Service 
Provides These Advantages 


| Burroughs service is rendered by 
factory-controlled, factory-trained, 
salaried representatives whose work 
is guaranteed by Burroughs. 


Every Burroughs service office is 
stocked with genuine Burroughs 
parts to meet any service need. 


All Burroughs service men are 
promptly and fully informed,about 
every improvement mn service, every 
new feature or mechanical change. 
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ACCOUNTING AND STATISTICAL MACHINES 





« in dependability 
of mechanical 
service 


Bankers 


will 


remember for 


the war that Burroughs didn 


when the going was tough. 


long after 
t let them down 


The Burroughs 


organization maintained its smooth service 


while many service organizations were 


finding it impossible to give satisfaction. 


The dependability of Burroughs Mechanical 


Service in wartime didn't just happen! 


Today's experienced, highly-trained service 


organization is the natural result of a 


far-sighted policy of careful planning, 


constant study, continuous training and 


close supervision. . 


. a policy 


adopted in 


recognition of the fact that a product can 


be no better than the service rendered. 


Bankers re 


ealize now more 


than ever that 


when comparing machines an important factor 


is dependability of service—still another 


point of superiority in Burroughs machines 


. still another way in which Burroughs leads- 


BURROUGHS ADDING MACHINE LIMITED 
136 REGENT STREET, LONDON, W.! 


Burroug 


{ 
Xv 


JE 
at 


/ 
Ar 


AMA 


IN COUNSEL 
IN SERVICE 





Branches in Principal Cities. 


hs 


e NATIONWIDE MAINTENANCE SERVICE » MACHINE SUPPLIES 
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COLONEL LOUIS FRANCK, C.B.E., 


a partner in Samuel Montagu & Co., who has now returned to the 
City from His Majesty's Forces. 
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MILNERS’ BANKERS DOORS 










The Safest 
Sager Investment! 


MILNERS SAFE COMPANY Lpt., 
SECURITY ENGINEERS AND CONTRACTORS 
to the leading British and Foreign Banks throughout the world. 
HEAD OFFICE: 58, HOLBORN VIADUCT, LONDON, E.C.1. 


e: CENtral Telegrams: Holdfast, Cent, London. 
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A Banker's Diary 


A GREAT deal of fresh light has been thrown on our external position and 
problems by the White Paper setting out the statistical material presented 
by our negotiators in Washington. Some of the more useful 

Britain’s tables are reproduced on pages I1 and 12. For the first 
External time, it is officially disclosed that on the eve of Lend-Lease 
Position our exchange reserves has been reduced to no more than 
£3 millions, or effectively to vanishing point. They have 

since been restored to £453 millions at the end of June 1945, and are even placed 
at the same level for end-October, the recovery having been made possible 
chiefly by the transfer in dollars of the pay of U.S. forces in the sterling area. 
fhe sale or repatriation of overseas investments totalled {1,118 millions, of 
which the sterling area accounted for £564 millions and North America for 
{428 millions. From £476 millions in August 1939, our external liabilities 
rose to as much as £3,355 millions on June 30, 1945. The subdivision of this 





) 
amount is also officially disclosed for the first time, India, Burma and the 


Middle East accounting for no less than £1,732 millions. It is to be hoped 
that more detailed figures regarding the distribution of the sterling balances 
will be issued in connection with the negotiations for their funding to be 
begun at an early date. The information is undoubtedly available 
indeed, the following detailed statement of the position is contained in a 
recent American pamphlet on Britain’s balance of payments, by Mr. Arthur 
Bloomfield of the Federal Reserve Bank of New York : 


BRITAIN’S OVERSEAS DISINVESTMENT: BY COUNTRIES 


SEPTEMBER I, 1939-JUNE 30, 1945 
millions of pounds) 
Increase in 


Foreign-owned Loans to Sales of 
Sterling British British 
Country Balances Government Investments lotal* 
India. . ; 1,020 30 325 1,375 
Egypt , 325 15 340 
Canada ; , , 140 195 335 
United States ; aia ‘id 07 75 242 
South Africa ; 20 135 155 
\ustralia ‘ on go 65 155 
\rgentina vie ‘6 7O 35 105 
Eire .. : P a 100 100 
Palestine Sg - me 95 95 
Malaya os ‘ “se ‘ 55 55 
New Zealand F ar 55 15 70 
\ll otherst .. : i $30 23 40 893 
Total : an 2,600 260 1,000 3,950 
hese figures understate the British cash disinvestment vis-a-vis the United States and 
Canada because no allowance is; made for the large net sales of gold and dollars to these countries 


On the other hand, the disinvestm nt via-d-vis India, South Africa, Malaya, and Australia is 
rstated because no allowance is made for net dollars and/or gold received from these countries. 
No breakdown is possible 
+ Especially the British colonies not otherwise specified, Portugal, Iraq, and Brazil. 


In spite of this severe deterioration in our external capital position, our 
net investment income for 1945 is placed at £97 millions, of which £45 millions 
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will come from the sterling area. South America will contribute {27 millions, 
but it should be noted that there will be a net payment of £4 millions to the 


United States under this head. In spite of new building, our merchant | 
fleet is less than three-quarters of its pre-war level, representing a severe | 


loss of shipping income. It is to be regretted that even enlightened circles 


in the United States refuse to recognize that the intended expansion and } 


subsidization of American shipping bears the stamp of economic nationalism 
and is quite inconsistent with the American trade proposals. This is tiue 
also of the cotton and wheat subsidies, which will presumably be abandoned 
under the new trading régime. It is to be hoped, further, that the discrimin- 
atory nature of tied loans will also be 1ecognized at the forthcoming world 
trade conference. 


Tue Bank of England Bill has now passed through the House of Commons. 
One welcomes the fact that Mr. Dalton agreed to an amendment making it 
clear that the powers of Cirection will not be used to obtain 
Bank of information about the affairs of individual customers of the 
kngland _ banks, as urged in THE BANKER of November 1945. On the 
Bill other hand, the Chancellor firmly refused to disclose the amount 
Passed of the Bank’s hidden reserves, without which information 
Parliament has no real means of judgin: the significance of 
the financial bargain which it has approved. In this particular instance, of 
course, nobody doubts for a moment that the Government has obtained 
abounding good measure for its money, but it is to be hoped that this precedent 
of secrecy will not be followed in the case of other nationalization projects. 


THE Institute of Bankers is to be congratulated on the recent series of lectures 
held under its auspices. Following on the admirable contributions by Sir 
Charles Lidbury and Mr. Lawson, discussed in our November 
Three issue, comes an interesting review of the monetary develop- 
Decades of ments of the past thirty years from Mr. W. F. Crick, recently 
Monetary) appointed to the new Palestine Commission. Probably one 
Change — of the most fundamental strands of development, Mr. Crick 
observes, is to be found in the recognition of money as an 
active instrument of economic policy rather than a passive mechanism 
responding to changes for which it has no share of responsibility. Even 
the gold standard of 1925/31, for example, involved more positive manage- 
ment and less real automatism than the gold standard of 1914. The culmina- 
tion of this process in the sphere of external monetary policy is to be seen 
in the Bretton Woods plan which, as Mr. Crick says, “ is largely an attempt 
to synchronize and reconcile a maximum of national autonomy in monetary 
affairs with the indispensable minimum of generally accepted discipline that 
is thought to be required for a freely working international system of trade 
and payments and investment. Though gold has a place in the scheme, 
its adoption does not mean a return to the gold standard, on any definition 
of that system which is true to the facts of its operation during the decades 
to Ig14.” 
Under the gold standard, the main duty of the monetary authorities was 
clearly defined: to safeguard the gold reserve. It is from the suspension 
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of this more or less automatic system that Mr. Crick traces the trend towards 
closer working between the central bank and the Treasury, from which the 
monetary authorities now had to seek direction. As examples of the increased 
dominance of governments in monetary affairs, Mr. Crick notes that the Tri- 
partite Agreement of 1936 was entered into by the Treasuries concerned, 
not the central banks, and that governments are to provide the initial resources 
and appoint the managing bodies of the two Bretton Woods organizations. 

Among the trends of the latest war, which has ‘‘ advanced the doctrine 
of the efficacy of monetary management to a still further application,’”’ Mr. 
Crick notes as significant: the replacement of the indiscriminate weapon 
of Bank rate by more discriminatory checks on over-expansion, such as the 
control of capital issues; the first formal admission of any official concein 
in the allocation of bank advances, contained in the recent statement of capital 
issues priorities ; and the Treasury deposit receipt system, which means that 
the volume of bank deposits is determined, not by the level of bank cash, 
but by the volume of Government spending and the willingness of the public 
to absorb long-term securities. 


As from December 31, the lending rates of interest agreed to by all the Scottish 

banks have been reduced as follows : 
(xr) On Short Loans for periods of not less than 30 days and not 
Scottish exceeding three months, against Stock Exchange securities, 
Banks’ the rate is 3% per cent. (against 4 per cent.). Where the 
Lending security consists of mining, land, rubber or oil shares the 
Rates rate is 4 per cent. (against 44 per cent.). This does not apply 
to loans against Burmah Oil, Anglo-Iranian or Shell Transport 

shares, where the rate may be lower. 


(2) On Secured Overdrafts the rate is 4 per cent. (against 4} per cent.). 


(3) On Unsecured Overdrafts or on the unsecured portion of an over- 
draft against securities, the rate is 4} per cent. (against 5 per cent.). 


(4) Advances to Local Authorities may be given at } per cent. over 

Bank rate, fluctuating, on the daily balance, with a minimum of 4 per 

cent (against 4} per cent.). .Where the advance exceeds £5,000, the 

minimum rate on the excess may be }$ per cent. over Bank rate with 

a minimum of 3} per cent. (against 4 per cent.). Loans, with or without 

security, of {50,000 and upwards may be made in London or in Scotland 

for fixed periods of not less than 15 days at Bank rate, with a minimum 
of 3} per cent. (against 3} per cent.), but no compensating inte:est can 
be allowed. 

These 1ates are applicable only to bank offices in Scotland and do not 
bind the London offices of the Scottish banks. The Scottish banks are not 
large holders of Treasury deposit receipts and the recent cut of } per cent. 
does not afiect the profit earning capacity to the same extent as in England. 
Accordingly, the reduction in lending rates is probably an inducement to 
encourage borrowing and assist in the financial rehabilitation of industry. 
In any case, the previous interest rates were higher than those ruling in 
England. 
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In Czechoslovakia, as in France, one of the early measures carried out after 
liberation has been the nationalization of the banking system. Discussing 
this development, the official Czechoslovak Economic Bulletin 


Czech argues that the joint stock banks played a far more important 
Bank réle in Czechoslovakia than in other countries, due partly to 
Nationaliza- the relative lack of capital and partly to the Hapsburg régime : 
tion “Under foreign domination, the Czechs were crushed under 


the weight of a German majority in all the leading economic 
positions and, as a result, very few industrial magnates of the English or 
American type grew up amongst us during that era.’’ With the mines and 
industries in German hands, and the banking world directed by Viennese 
capital, it is pointed out, there grew up a movement towards the establishment 
of co-operatives, including the foundation of the Zivnostenska Banka by small 
traders. Czech industry, it is claimed, was far more dependent on loans 
and credit than in other countries, owing to the lack of individual financiers, 
and large-scale industry was for the most part directly controlled by the 
banks (Zivnostenska alone controlling no less than 70 of the largest concerns). 
Given also the concentration of industry in the hands of cartels, the Bulletin 
further argues, there remained little scope for real individual enterprise, 
so that the nationalization of industry did not present any great administrative 
problem. At the same time, it is claimed that the nationalization decree 
“takes particular care that these state concerns shall not be led by a State 
bureaucracy, but by technical and commercial directors with wide powers 
of independent action,’’ and selected on the grounds of personal and specialist 
ability. 

Meanwhile, it is stated that the exchange of currency has proceeded in 
complete quiet and without special difficulties, though the basic currency 
ration of Kes. 500 per head was too small and has had to be increased to the 
required existence minimum, and there have been considerable demands for 
credit by traders of various kinds. 


AN index to THE BANKER for 1945 has been prepared and will be sent to 


subscribers on request. It is hoped this year to resume the publication of 
an index at six-monthly intervals. lor the convenience of 
Index readers, it has also been decided to publish henceforth a 


and New 
. 


Statistical 


Section 


Statistical Section collating various statistics of interest to 


i 
trend of Treasury deposit receipts and tax certificates. The 
first issue of the Statistical Section will be found on pages 50 to 52. 
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Towards an Expanding World Economy 
By the Editor 


FTER much heart-searching, Parliament has decided to accept the 
A washington Agreement. This is a momentous turning-point for Britain 
and the world, since it decides the whole future of the world trading 
and currency régime for the post-war period. Now that Britain has ratified 
Bretton Woods, all the other leading countries will automatically follow ; 
while our endorsement of the trade proposals drawn up jointly by British 
and American experts opens the way to an wg ed fresh start in international 
trade, with a world-wide lowering of trade barriers and international con- 
sultation in the conduct of commercial policy in place of chaos and economic 
nationalism. The loan itself is the largest ever extended and bears the un- 
precedently low interest rate of 2 per cent., or an effective 12 per cent. if the 
whole sum is drawn immediately, since interest payments do not begin for 
five years. There is also a provision, never seen before in any commercial 
transaction between governments, for the outright cancellation of interest 
if in any year this country’s net export income, visible and invisible, does 
not suffice to pay for the pre-war volume of imports and our Government, 
in its unfettered discretion, does not consider our exchange reserves sufficiently 
idequate to meet the payment. , 
In spite of the « extra rdin — low interest rate and the waiver clause, 
the agreement was described as a hard bargain even by Government spokesmen. 
That is clearly true only in the sense that the principle of equal sacrifice, 
endorsed by two American Presidents, would ft ully have justified an ot itright 
grant to this country, representing in effect the return to us of the gold and 
securities surrendered to the United States to pay for war supplies before 
Pearl Harbour. Critics of the proposals, however, have tried to argue that 
the agreement is a hard bargain in another sense altogether: namely, that 
in order to secure the loan we have been forced to accept financial conditions 
of an onerous makuee. Others take quite the opposite view and hold that 
ceptance of Bretton Woods and the proposals for liberalizing and intro- 
ducing some semblance of order into international trade are not in the 
least sacrifices exacted from this country ; on the contrary, they are at least as 
much in our interests as those of America. Before we could hope to participate 
in these arrangements, it was necessary only that the position of sterling 
should be adequately buttressed, and that has been done by the dollar loan. 
Few could deny in any case that the avoidance of a trade war and political 
rift with the United States, and the avoidance of severe hardships by our 
people during the transition years, would justify a great deal of compromise, 
provided no really fundamertal British interests were surrendered. But 
the dollar loan is intended only incidentally as a grubstake for Britain. In 
the long run, it is significant mainly as part of the general plan for a new start 
in world trade: the attempt to rebuild international trade on the basis of 
reasonable stable and freely convertible currencies, and freed from the defla- 
tionary bias experienced under such multilateral régimes as the gold standard 
and which inevitably gave rise to discriminatory practices and beggar-my- 
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neighbour policies conceived in a futile attempt to alleviate unemployment 
by exporting it. 

Hence the first question that arises is clearly whether the loan will in fact 
suffice to restore the convertibility of sterling on current account and permit 
the repayment of part of the abnormal war balances, in addition to financing 
our impoit needs until the balance of payments is once again in equilibrium. 
‘On the credit side, the loan will bring in {937.5 millions of new money, to which 
can be added some £450 millions of existing exchange resources and some 
£32¢ millions of net facilities under Bretton Woods (leaving out of account 
our remaining overseas investments, which are estimated to bring in {£97 
millions even in 1945). As against this, our current deficit is placed at £750 
millions in 1946 and £500 millions for the two succeeding years together, 
with a possible smaller deficit thereafter. At first sight this prospective 
deficit of £1,250 millions in three years would seem to leave very little in 
hand for other purposes. But some part of the dollar deficit will be covered 
by a further genecous advance from Canada, while the convertibility of sterling 
on current account is not to be restored until the end of 1946 and during the 
interval some additional sterling balances will doubtless accrue. If thereatter 
the sterling countries can be assured of being paid entirely in gold for their 
current export surplus to this country, they may well be less anxious to press 
for conversion of a large part of the abnormal war balances ; ot, what comes 
to the same thing, if they are offered conversion of a fair slice of old balances 
they may be willing to accept new sterling in return for part of their current 
export surplus. This, incidentally, has an obvious bearing on the decision 
to restore the convertibility of sterling at so early a date, which has been 
much criticized. If the sterling countries were not to be allowed to dispose 
freely of the proceeds of their exports to us even after 1947, the negotiations 
about the sterling balances would clearly have been far more difficult, so that 
we should either. have lost exchange resources under that head or have paid 
the price for any saving in a severe loss of goodwill. 

It is vitally important, in any event, that this restoration of convertibility 
does noi, as some have asserted, mean that we shall be plunged into the full 
Bretton Woods world at a w holly premature date, for under the new trade 
proposals it is permissible to retain import restrictions for a full three years, 
or longer if the country is still confronted with an adverse balance. This is 
obviously quite fundamental ; for given the vast dammed up purchasing power 
botb of our own people and of our creditors the removal of import restrictions 
would clearly provoke a flood of buying, and even without that a serious 
depreciation of sterling would be inevitable, leading to an adverse shift in 
the terms of trade. Without attempting any detailed arithmetic, which is 
apt to be misleading, one may at any rate hazard the opinion that, given the 
postponement of convertibility until the end of the heaviest deficit year, 
and given our other resources, the loan should prove adequate for its three 
purposes, even though, as Lord Keynes said, it has been cut very fine. 

If this is accepted, argume nt must then turn on the desirability or other- 
wise of Bretton Woods ‘and the new trade proposals. So far as Bretton 
Woods is concerned, there is no need at this stage to waste much further 
time ovei the parrot-cry that this means a return to the gold standard. The 
essential diflerence from the gold standard is not the technical flexibility 
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of the scheme, elastic though it is, but the provision for international con- 
sultation on steps which affect other countries. This means that measures 
justified by the need to restore equilibrium need not provoke retaliation or 
accusations of bad faith, while, on the other hand, genuinely disruptive acts 
(such as the devaluation of the dollar in 1933) will be exposed as such. In 
particular, discriminatory barriers against American goods would be permitted 
in the event of the dollar becoming a scarce currency ; and there is much to 
be said for abolishing such discrimination—the source of so much bitter 
friction—until such a contingency arises. The second striking contrast 
with the gold standard is that under Bretton Woods control of capital move- 
ments will be not merely permitted but encouraged. It scarcely needs 
pointing out that it was the panic flight of deluges of hot money from one 
international centre to another, rather than the comparatively smali balances 
on current account, that were mainly responsible for the currency chaos 
of the inter-war period. 

Nor need one spend much time over the complaint that the agreement 
means the end of the sterling area. What it means is the end of the dollar 
pool; the sterling area will revert to its pre-war form. It may be true that 
sterling will not be so attractive a depository for reserves as before the war, 
as is argued by some of the critics (the same people who go on to claim in 
the next breath that without the agreement the sterling countries would 
“rally round” to solve all our difficulties). But it is self-evident that 
sterling will be a much more attractive currency with the aid of nearly four 
billion dollars than without it. The truth is that the sterling area would 
inevitably have disintegrated without the loan and has been saved by it. 
South Africa, as Lord Balfour has pointed out, is under no ultimate necessity 
to sell her gold in London. India and some of the other large holders of sterling 
balances have intimated clearly enough their dissatisfaction with the dollar 
pool. That leaves Australasia and the colonies to compose the self-sufficient 
sterling area from which we should have to draw all our imports and within 
which we should have to achieve a 50 to 75 per cent. expansion of exports. 
The final complaint about the effect of Bretton Woods on the sterling area 
is that this envisages adjustments of exchange rates within the area in contrast 
with a pre-war stability. Actually, of course, more than one such adjustment 
has been made in the past, as may be verified from any table of exchange 
rates. But the only method of preserving a fixed exchange rate, in any 
case, is co-ordination in the movements of prices and national incomes. If 
the price level of a member of the sterling area should become too high in 
relation to the rest of the area, Dr. Einzig apparently thinks that it should 
deflate in order to maintain the sterling parity unchanged. This consorts 
queerly with his general monetary outlook. 

As regards the trade proposals, the chief complaint is that these mean 
the ‘‘ destruction ”’ of Imperial Preference, which is apparently regarded as an 
absolute good and not merely a defensive measure called into being by a 
deflationary environment. The agreement to work towards the ultimate 
elimination of preferences arises out of the principle, underlying the proposals 
as a whole, that taritfis or other impediments to the exchange of goods between 
nations should not be applied in a discriminatory manner, except in specific 
circumstances. But all that we have in fact done in regard to Imperial 











8 THE BANKER 


Preference is to announce our willingness to consider attractive propositions : 
preferences are only to be surrendered with the agreement of both Imperial 
partners and in return for what is considered adequate compensation in the 
form of tariff reductions by other countries. The prototype of such bargains 
was the British-American-Canadian trade agreement of 1938, which attracted 
little criticism or even interest. Many critics of the agreement are sceptical 
of America’s intention to reduce her tariff substantially, even though the 
Administration already has power to cut rates to the lowest level since 1913 
without further reference to Congress. One cannot have it both ways: if 
these fears are justified, then there need be no concern about a unilateral 
surrender of Empire Preference. 

On the other hand, there is no denying that the new code of behaviour 
in international trade would prohibit (except in relation to countries with 
inconvertible currencies) actual barter trading, which is the extreme application 
of the principle, of which Empire Preference is a mild expression, of buying 
from others only to the extent that they buy from us. Acceptance of this 
ban has been represented as throwing away the bargaining power of the 
British import market, and it is claimed that British exports cannot possibly 
achieve the desired expansion without the aid of such pressure. One can 
only emphasize yet again that the attempt to exercise this bargaining power 
would inevitably have provoked a trade war with the United States, which 
country is itself not wholly devoid of bargaining weapons, such as the power 
to outbid us in buying and to tempt our customers away by the offer of vast 
loans. As to the second point, can even Sir Hubert Henderson calculate 
in advance what would be the effect on our export trade of high employment 
in the United States coupled with a reduction in the American and other taritfs 
and the elimination of the restrictive practices that did so much to cripple 
our trade in the past ? 

Admittedly, the possibility of a successful export drive by this country 
does depend largely, like so many other things, on the maintenance of a 
reasonably high national income in the United States. Clearly, nobody 
can give a binding guarantee that America will succeed in maintaining full 
employment. But America will be committed, like every other member 
of the new trade organization, to the attempt to maintain high employment, 
and a real American slump would presumably abrogate all the subsidiary 
undertakings of the other participants. It is at least encouraging that even 
American business men now accept the need for deficit spending to combat 
depression, and that the Administration is carefully studying our own White 
Paper on Employment to see how far this can be applied to transatlantic 
conditions. In any event, large-scale American lending, especially the untied 
loans of the Bank for Reconstruction, should do much in the early years both 
to avert a dollar shortage and to prevent too drastic a decline in American 
internal activity. If the worst comes to the worst, the United States has now 
acceded the principle that service of war debts should be suspended if its 
maintenance would reduce current trade below a normal level; and in the 
last resort discriminatory restrictions can be imposed to confine the impact 
of an American slump on world trade if this leads to a shortage of dollars. 
The world would have given much for those two provisions in the great 
depression of the thirties, to say nothing of an undertaking to reduce the 
American tariff. 
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Whether or not America gets into a severe slump must determine also 
whether there is any force in the repeated assertion that we must inevitably 
default on the new loan. In the absence of such a slump, it is obvious that 
default is by no means inevitable. The sum involved is comparatively small 
and, more important, the bulk of the loan represents new money which can 
be used productively in rebuilding our export industries and our productive 
power generally. And if some people are inclined to rate the probability 
of an American slump very high, does this mean that we should forthwith 
embark on a trade war with America and refuse to participate in a general 
move towards a lowering of trade barriers? In the last analysis, opposition to 
the agreement and the whole approach which it embodies springs from various 
strands of defeatism: a refusal to believe that British goods can make their 
way on their own merits even if the markets of the world are thrown open 
to us and unfair trading practices abolished ; defeatism about the possibility 
of America becoming a good customer of the rest of the world by remaining 
reasonably prosperous and reducing her protective barriers. To be sure, 
nobody supposes for a moment that all the problems will be resolved overnight. 
But let us look back to 1931 and try to envisage for a moment what revolu- 
tionary progress it would then have seemed if America had been even verbally 
committed to full employment, low tariffs and the suspension of war debt 
service in bad times, if capital movements had been controlled and all countries 
pledged to abjure competitive exchange depreciation and discriminatory 
practices. If at that time one had sat down to evolve a monetary and 
trading régime designed to avert the deflationary effect of the gold standard 
on the one hand and of cut-throat economic nationalism on the other, the 
result would undoubtedly have been something closely resembling in outline 
the Bretton Woods plan and the new trade proposals which are the in- 
dispensable complement of Bretton Woods. Desire to cling to discriminatory 
trading methods on our own account can only derive from a deep-rooted 
disbelief in the possibilities of any form of international co-operation in these 
matters. Let us not prejudge the issue. Let us not forget that Britain, 
as a great trading nation and one which has never indulged in the worst 
forms of economic nationalism, has more to gain than to lose from the great 
new start which is offered us. 


Summary of Financial Agreement 


Agreement becomes effective when Congress has agreed to make the funds available. 
Line of credit $4,400 millions, of which $650 millions to be applied in final settlement 
of Lend-Lease obligations. Interest at 2 per cent. ; repayment in 50 annual instalments 
(49 of $31,823,000 and a final instalment of $30,840,736), beginning December 31, 1951. 
Unite Kingdom can request waiver of interest payments if (a) it considers this necessary 
in view of international trade conditions and level of our exchange reserves, and 
(b) Monetary Fund certifies that income from home-produced exports plus net invisible 
export income has not sufficed over five preceding years to pay for 1938 volume of 
imports (i.e. £866 millions adjusted for price changes). Any repayment of sterling 
balances in excess of £43,750,000 in any year regarded as a capital transaction and, 
therefore, not allowed in calculation of net investment income. Amounts required 
to discharge U.K. obligations to third countries to be found from resources other than 
the loan. Up to end of 1951 we are not to borrow from other Governments on terms 
more favourable to them than the terms of the U.S. loan. In event of waiver of interest 
on U.S. loan, repayment of sterling liabilities to be reduced proportionately. Not later 
than one year after effective date of agreement, U.K. Government will complete arrange- 
ments to wind up “ dollar pool,’’ proceeds of exports and other current transactions to 
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U.K. to be freely convertible. After effective date, U.K. will not restrict payments 
or transfers in respect of U.S. products whose import permitted, or sterling balances 
arising out of other current transactions. All payments arising out of current trans- 
actions to be freed by both Governments not later than one year after effective date : 
exceptions (a) abnormal balances, (b) restrictions imposed in accordance with Bretton 
Woods, (¢) restrictions impose to uncover and dispose of German and Japanese overseas 
assets. Import restrictions must be non-discriminatory except (i) for purpose of 
liquidating inconvertible currencies, (ii) by country whose economy disrupted by war, 
(ili) quotas equivalent to exchange restrictions authorised by Monetary Fund. U.K. 
Government states intention to arrange early settlement of sterling talances, part to 
be released at once, part over period of years, remainder to be adjusted ‘‘ in recognition 
of the benefits which the countries concerned might be expected to gain’”’ from such 
a financial settlement. Any balances released to be freely convertible, in accordance 
with the objective of non-discriminatory trading. 


Summary of Trade Proposals 


There should be an undertaking that : 

1. Each of the signatory nations will take action designed to achieve and maintain 
full employment within its own jurisdiction, through measures appropriate 
to its political and economic institutions. 

No nation will seek to maintain employment through measures which aré likely 
to create unemployment in other countries or which are incompatible with 
international undertakings designed to promote an expanding volume of inter- 
national trade and investment in accordance with comparative efficiencies 
of production. 

3. Signatory nations will make arrangements both individually and collaboratively 
under the general sponsorship of the Economic and Social Council of the United 
Nations Organization for the collection analysis and exchange of information 
on employmert problems trends and policies. 

4. Signatory nations will under the general sponsorship of the Economic and Social 
Council consult regularly on employment problems and hold special conferences 
in case of threat of widespread unemployment. 

Import Tariffs and Preferences. 1n the light of the principles set forth in Article VII 
of the mutual-aid agreements, members should enter into arrangements for the substantial 
reduction of tariffs and for the elimination of tariff preferences, action for the elimination 
of tariff preferences being taken in conjunction with adequate measures for the substantial 
reduction of barriers to world trade, as part of the mutually advantageous arrangements 
contemplated in this document. 

As an initial step in the process of eliminating tariff preferences it should be agreed 
that: (a) Existing international commitments will not be permitted to stand in the 
way of action agreed upon with respect to tariff preferences. (b) All negotiated reductions 
in most-favoured-nation tariffs will operate automatically to reduce or eliminate margins 
of preference. (c) Margins of preference on any product will in no case be increased and 
no new preferences will be introduced. 

Emergency Action. Commitments with regard to tariffs should permit countries to 
take temporary action to prevent sudden and widespread injury to the producers con- 
cerned. Undertakings for reducing tariffs should therefore contain an escape clause 
to cover such contingencies. 

Import Quotas. They would be banned except in circumstances and on terms which 
are defined. Such exceptional circumstances include: (a) difficulty in restoring balance 
of payments during the transition period (restrictions imposed for this purpose may 
be retained for three years after the close of hostilities) ; (b) disequilibrium in a country’s 
balance of payments after the transition period ; (c) other temporary difficulties occurring 
during the transition period, such as the equitable allocation of supplies of scarce com- 
modities; (d) the existence of inconvertible currencies; (e) scarcity of particular 
currencies ; (f) the need in the case of agricultural products to enforce Governmental 
measures (i) restricting the marketing or production of like domestic products, (ii) making 
temporary surpluses of like domestic products available to domestic consumers on 
especially favourable terms. 

The rules of this Section specify the conditions on which quantitative restrictions 
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may be applied in such cases. In general, those relating to the preservation of the 
balance of payments call for equality of treatment as between the various sources of 
supply of any imported product. Those relating to agricultura) products include pro- 
visions designed to prevent undue restriction of imports and to govern the allocation 
of Quotas among sources of supply. Periodic consultation with the Organization is 
required. , 

Restrictions to Safeguard the Balance of Payments. Members confronted with an 
adverse balance of payments should be entitled to impose quantitative import restrictions 
as an aid to the restoration of equilibrium in the balance of payments. This provision 
should be operative under conditions and procedures to be agreed upon. 

Equality of Treatment. Quantitative restrictions imposed on balance-of-payments 
grounds should be deemed non-discriminatory if they are administered on a basis which 
does not discriminate among sources of supply in respect of any imported product (except 
in cases in which their application would have the effect of preventing a member from 
utilizing inconvertible currencies for buying needed imports). 

State Trading. Members engaging in state trading in any form should accord 
equality of treatment to all other members. To this end, members should undertake 
that the foreign purchases and sales of their state-trading enterprises shall be influenced 
solely by commercial considerations, such as price, quality, marketability, transportation 
and terms of purchase or sale. . . . As the counterpart of tariff reductions and other 
actions to encourage an expansion of multilateral trade by other members, members 
having a complete state monopoly of foreign trade should undertake to purchase annually 
from members, on this non-discriminatory basis, products valued at not less than a 
aggregate amount to be agreed upon. This global purchase arrangement should be 
subject to periodic adiustment in consultation with the Organization. 

Inter-governmental Commodtiy Conferences. If it is concluded, in the light of an 

investigation of the root causes of the problem, that measures for increasing the con 
sumption of a primary commodity are unlikely to operate quickly enough to prevent 
excess supplies of the commodity from accumulating, the members may ask the Organiza- 
tion to convene an inter-governmental conference for the purpose of framing an inter- 
governmental commodity agreement for the commodity concerned. . . . Members 
should undertake not to enter into inter-governmental commodity agreements involving 
the limitation of production or exports or the allocation of markets, except after : 
(1) Investigation by the Study Group of the root causes of the problem which gave rise 
to the proposal; (2) determination, in accordance with procedures approved by the 
Organization, either: (a) that a burdensome surplus of the product concerned has 
developed or is developing in international trade and is accompanied by widespread 
distress to small producers accounting for a substantial proportion of the total output 
and that these conditions cannot be corrected by the normal play of competitive forces 
because, in the case of the product concerned, a substantial reduction of price leads 
neither to a significant increase in consumption nor to a significant decrease in production ; 
of (b) that widespread unemployment, unrelated to general business conditions, has 
developed or is developing in respect of the industry concerned and that such unemploy- 
ment cannot be corrected by the normal play of competitive forces rapidly enough to 
prevent widespread and undue hardship to workers. 


Britain’s External Position 


NET GOLD AND U.S. DOLLAR RESERVES OF THE UNITED KINGDOM 
£ millions* 


August 31, 1938 Fc - F 864(?) 
i 1939 ie : 605(#) 
December 31, 1939 “4 a_i 548(1) 
1940 ; eee ‘ 74 
1941 a ne = 97 
1942 ~ ie a 172 
1943 : ‘ oa ee ee 322 
1944 .. = ‘i ; : 421 
June 30, 1945 - ie oy - aia 453 
October 31, 1945 453 (provisional) 


(?) Including an estimate of private holdings of gold and dollars subsequently requisitioned. 
* Gold is valued throughout at 172/3d. per ounce fine, and dollars at {1 = $4.03, except 
on August 31, 1938 (gold at 143/3d. and dollars at {1 = $4.85, the current market_rates). 
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EXTERNAL LIABILITIES OF THE UNITED KINGDOM: BY AREAS 


Outstanding on: 
Dec. 31, Dec. 31, Dec. 31, Dec. 31, June 30, 






































1941 1942 1943 1944 1945 
£m. £m. £m. £m. £m. 

Sterling Area: 
Dominions ; o- 139 189 236 342 384 
India, Burma and Middle East ea 399 695 1,141 1,537 1,732 
Other Sterling Area Countries aa 318 388 473 555 607 
Total Sterling Area .. i 856 1,272 1,850 2,434 2,723 
North and South America 0 ia 240 256 278 280 303 
Europe(') os is ‘ii 180 242 281 299 267 
Rest of World .. a 5 a 23 48 56 60 62 
Total Liabilities me ss © ©«—-£, 269) 1,818 2,465 3,073 3,355 

















(*) Including dependencies of European countries. 


PROCEEDS OF SALE OR REPATRIATION OF OVERSEAS INVESTMENTS 
DURING THE WAR 








£ millions 
Sterling Area : 
Dominions (Australia, New Zealand, South Africa and Eire) oa oa 201 
India, Burma and Middle East . , oh a ad a a 348 
Colonies and Other Sterling Area C ountries Sia ‘4 as ar ea 15 
Total, Sterling Area ia ace wi sa oi 564 
North America : 
United States ‘ = a , ‘s aia a ag ee 203(8) 
Canada = 3% ae oe ss ‘a pe ae ae as 225 
Total, North America... ea - - .s 428 
South America ar i a oe ve ‘a re re oP 96 
Europe a - = we ana ea us ae “is 14 
Rest of World és ss ‘a ae ea om ‘ie ve wa 16 
Total ren " ia ea a <a .« 608 





(*) Does not include collateral for Reconstruction Finance Corporation Loan. 


UNITED KINGDOM EXTERNAL DISINVESTMENT 
(as far as recorded : probably an under-estimate) 
Decrease or 
Realization Increase Increase (—) 
of External in External in Gold and Unallocated Total 
Capital Labilities U.S. Dollar 











Assets Reserves(?) 
£m. £m. £m. £m. £m. 
Sept. to Dec. 1939 as a 58 80 57 17 212 
Jan. to Dec. 1940 ei i 164 179 474 — 6 811 
a » 94t os «a 274 564 — 23 5 820 
» 1942 vt at 22 519 — 75 3 674 
» 1943 a és 189 647 —150 3 689 
1944 un ry 143 608 — 99 It 663 
Jan. to June 1945 os on 63 282 — 32 16 329 
otal (Sept. 1939 to June 1945).. 1,118 2,879 152 49 4,198 











(*) Gold valued at 172/3d. per ounce fine and dollars at {r = $4.03. 
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Economic Peace in Our Time ? 


By Paul Einzig 


HEN the Chancellor of the Exchequer, in his speech opening the 
Weetrate on the Washington Agreement on December 12, paid handsome 

compliments to Lord Keynes and the other British negotiators, the 
House, usually generous with its approval on similar occasions, received his 
remarks in frigid silence. There was one solitary cheer—and it came from 
the Parliamentary Private Secretaries’ bench. Even those M.P.s who 
supported the Government in this matter must have felt that the occasion 
did not call for extravagant demonstrations of enthusiasm. Indeed, one of 
the criticisms raised during the debate from more than one quarter was 
directed against the synthetic enthusiasm with which Government spokesmen 
welcomed this ‘‘ economic peace in our time.” Had they put their case 
before the House frankly by admitting that the terms imposed on this country 
were an unmitigated evil, but had to be accepted because of the urgent and 
imperative need for relief, they might have found the House in a more under- 
standing mood. Even then, they would have had to make out a more con- 
vincing case than they did in order to satisfy the House that there was really 
no alternative to the solution accepted, and that the relief obtained at such 
exorbitant cost is really adequate to make a fundamental difference in our 
situation and prospects. 

To the minds of many opponents, the insistence of the American negotiators 
on the acceptance of Bretton Woods should in itself have been a sufficient 
reason for rejecting the loan. The terms of the Bretton Woods plan have 
been subject to ample discussion in the Press, and there is no need, therefore, 
to re-state here the arguments against it. Nothing that was said during 
the debate by Government spokesmen and supporters has in any way answered 
the main criticisms, namely, that its adoption means a return to a much 
more rigid form of gold standard than in 1925, with the likelihood of a much 
more pronounced disequilibrium than that of the late ‘twenties and early 
‘thirties ; that it deprives this country of the means to safeguard its balance 
of payments by means of bilateral and regional currency arrangements and 
exchange control; and that the liquidation of the sterling area endangers 
the very existence of the British Empire. 

The defence against the charge that Bretton Woods means the gold 
standard took up much of the time of the apologists. It consisted mostly 
of variations on the theme of ‘‘ when is a gold standard not a gold standard.”’ 
Mr. Bevin’s contribution to the controversy is, however, worth recording. 
He referred to the gold standard of 1925 as ‘‘ the fixed gold standard,” for- 
getting that the Macmillan Report, of which he was one of the signatories, 
expressly stated that ‘‘ an essential attribute of a sovereign state is a power 
at any time to alter the value of its currency for any reasons deemed to be 
in the national interest.’’ And he went even so far as to say that if in 1931 
this country had the right to devalue by 10 per cent. without permission 
“and then free play’ (meaning further devaluation by permission of the 
Fund), we need never have got into trouble. How many times is it necessary 
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to recall that until now a country on the gold standard was entitled to devalue 
without permission, not to the extent of a mere I0 per cent., but to the extent 
of 99 per cent. or more? Nor is Mr. Dalton’s contention that in the past 
a devaluation was regarded a breach of faith acceptable. It is true, in 1931, 
this country was accused of breach of faith, but this was because of the 
reassuring cable sent by the Bank of England to all central banks, following 
on the conclusion of the American-French credit, a few weeks before the 
suspension of the gold standard. Nobody has accused France, for instance, 
of breach of faith for having devalued the franc in 1936. 

The only new fact that was brought out during the debate by the Govern- 
ment was that the Government wants the Fund to make an interpretative 
declaration in which the British point of view about the meaning of ‘‘ funda- 
mental disequilibrium ”’ should be adopted. But will it be adopted ? What 
will the Government do if its interpretation is rejected ? Would it not have 
been wiser to agree on an interpretation at Bretton Woods ? 

Two new technical points of criticism of Bretton Woods were raised during 
the debate by the opposition. The first is a point of major importance ; it 
is strange that it should have escaped the attention of all of us until now. 
Under Schedule “‘ D”’ of the Fund Agreement, if a member withdraws from 
he arrangement, it is under obligation to re-purchase from the Fund within 
five years the latter’s holding of its currency, against payment in gold or 
convertible currencies. Now it stands to reason that this country would 
not decide to withdraw from the Fund unless and until persistent over- 
valuation of the pound, due to the refusal of the Fund to authorize its 
devaluation, had depleted its gold and dollar reserve, in spite of having 
availed itself of its facilities with the Fund. Thus, the chances are that at 
the moment of the withdrawal this country would have very little gold or 
convertible currencies, while the Fund would hold a very large amount of 
sterling. Consequently, the Government would be unable to meet its liabilities, 
unless the Fund consented to extend the term of repayment. In other words, 
this country could only withdraw either with the consent of the Fund or at 
the cost of defaulting on its liabilities. This, together with the power of the 
Fund to order the boycott of non-members, reduces to insignificance the 
value of the ‘“ escape clause’ under which this country would be entitled 
at any moment to withdraw from the Fund. 

The other new technical point of criticism is of much smaller importance. 
Under Article 1V (8b) members are under obligation to make additional 
payment to the Fund in order to maintain the gold value of its assets in their 
currency ‘‘ whenever (i) the par value of a member’s currency is reduced, 
or (ii) the foreign exchange value of a member’s currency has, in the opinion 
of the Fund, depreciated to a significant extent within the member’s territories.” 
Now what precisely does this mean? Are members under obligation to 
make substantial additional payments if in the black markets (which can 
never be suppressed altogether) fancy prices are paid for dollars? If so, 
the Soviet Union would have to be called upon to make very heavy payments, 
for, judging by reliable reports, dollar notes change hands in Russia at a 
very substantial premium. But it is conceivable that by “ foreign exchange 
value’ the authors of the Bretton Woods plan meant internal purchasing 
power. In that case a country with an overvalued currency might be doubly 
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penalized, first by refusal to authorize its adjustment and, second, by being 
called upon to make additional payment. The fact that refusal to authorize 
devaluation would be inconsistent with demand for additional payment is 
hardly likely to deter the Fund from having it both ways. 

If the above interpretation is not correct this should have been stated 
during the debate. But perhaps it would have been too much to expect 
the Government to read the mind of the authors of the plan. In fact, it is 
highly doubtful whether the authors themselves had any clear idea about it, 
as about many other points. The fact that such obscure points are allowed 
to form part of an international agreement, and that under the Bretton Woods 
Agreements Act the British taxpayer might be called upon to make additional 
payments to be determined by the Fund, clearly shows the grave disadvantages 
of rushing through the scheme almost entirely without detailed discussion. 

The disadvantages to be inflicted on Great Britain by Bretton Woods 
are, however, positively moderate compared with those contained in the 
Financial Agreement and the draft commercial proposals. As a result of 
the Washington negotiations, the transition period has been shortened from 
five years to one year, on the ground that thanks to the dollar proceeds of 
the proposed loan this country should now be in a position to restore the 
convertibility of sterling within twelve months. Yet even the Government 
does not pretend that the proceeds of the loan would cover the trade deficit 
for anything like the difference of four years. 

Another grave disadvantage arising from the Financial Agreement is 
that under it the blocked sterling balances will have to be released in a form 
that can be converted into any currency. This means that not only has this 
country emerged from the war with a vast external debt due to the inequality 
of financial sacrifices, but she is now déprived even of the advantages that 
would compensate it at least in part for this unfair burden. In the absence 
of the Financial Agreement this country would have repaid the debt as and 
when the creditors are able to absorb British goods. Now it will only be 
possible to repay the debt as and when this country will have a surplus on 
her balance of payments available for that purpose. While the creditors 
may be pleased to receive some initial dollar payments out of the proceeds 
of the loan (it will probably be rather less than 10 per cent. of the total) the 
chances are that they will be worse off on balance. 

The draft commercial proposals cover too wide a field to be discussed 
in detail in this article. The claim that they do not go beyond Article 7 
of the Lend-Lease agreement cannot be upheld in the light of Mr. Churchill’s 
statement that President Roosevelt had agreed to his interpretation under 
which Imperial Preference is not considered a discriminatory trade practice. 
There can be no doubt, therefore, that the Washington negotiators have agreed 
to a new concession. Nor is the argument that in return for the elimination 
of Imperial Preference there would be a drastic reduction of the American 
tariff wall very convincing. For it is well known that the absorbing capacity 
of the United States for British goods is very limited and the scope for its 
extension very restricted. Any increase of American imports of British 
goods can only compensate for a fraction of the loss of exports to the Empire 
as a result of the Washington Agreement. What is worse, thanks to the 
liquidation of the sterling area, Empire exports to the United States can no 
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longer be offset against British imports from the United States. 

This brings us to the examination of the effect of the agreement on the 
sterling area. Mr. Dalton’s argument that the free convertibility of Empire 
balances into dollars will merely restore the pre-war state of affairs is technically 
correct. But it disregards the fundamental change in the situation since 
the war. Before 1939 we could well afford to convert into dollars the proceeds 
of Empire exports into this country, because our foreign trade was reasonably 
balanced, and we had a large gold and foreign investment reserve. Owing 
to our creditor position, Empire countries willingly left their reserve in sterling. 
Can anybody really believe that, with our external reserves used up, with 
our creditor position in relation to the Empire having changed into a debtor 
position, and with our invisible exports materi lly reduced, sterling will 
command the same degree of confidence in the future as it did in the past ? 
In any case, the Empire countries will have more than enough sterling which 
they are not in a position to withdraw; is it not probable that they will 
convert into dollars most of the amounts which they are entitled to 
convert ? This will be all the more the case as the Bretton Woods Agreement 
destroyed one of the main reasons why Empire balances were voluntarily 
kept in London in the past, namely, the fixity of inter-Imperial exchange 
rates. It was one of the basic principles of the Sterling Bloc that whenever 
the gold or dollar value of sterling changed all Sterling Bloc currencies moved 
in sympathy, so that the value of the sterling reserves of the Empire countries 
in terms of their own currencies remained unchanged. Sea wie there 
will be no reason why the sterling value of Empire currencies should not be 
changed. In fact, if the Fund should really decide on iabiinns on the 
basis of the degree of disequilibrium, as it is supposed to decide according 
to the apologists of the plan, then Empire exchange rates are bound to vary, 

ince the equilibrium level varies from country to country. 

The Washington negotiators have sacrificed the positive advantages 
derived from safely secured Empire trade against the utter uncertainty of 
compens: ition through an expansion of world trade. During the 19th century 
Free Trade more or less corresponded to the requirements of this country, 
since Great Britain held all the trumps. W ith a virtual monopoly as industrial 
producer, and with a large and growing foreign reserve, she was safe in spending 
freely on imports and allow) ing the rec Hh nts to spend the proceeds freely 
inywhere, on the assumption that sooner or later the money would come 
back again. In the unique circumstances then prevailing this was undoubtedly 
a reasonable assumption at the time. In our days, however, it is the United 
States that holds all the trumps. And yet we pretend that the foreign trade 
position is the same as it was fifty years ago, just as we pretend that the 
sterling area position is the same as it was ten years ago. Before very long 
we shall discover that for the sake of temporary relief we have accepted an 
economic and monetary system that is compk tely unsuitable to. our present 
and future requirements, and that we have, in fact, sold our birthnght for 
a mess of pottage. And what a mess it is going to be! 

A fact which has been carefully concealed from the layman by the terms 
f the Financial Agreement is that the net proceeds of the loan, for which 
we are going to make such immense sacrifice s, will be considerably less than 
the nominal amount of {937,500,000 arrived at after much haggling. For, 
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although under Article 6 we are precluded from handing over to holders of 
sterling balances any part of the proceeds of the loan, under Article 10 we 
are obliged to make large dollar payments to them out of our other resources. 
As if there were the slightest difference between paying them with the dollars 
obtained through the loan or with those we already possess! As it is, the 
man in the street is led to believe that we are getting £937} millions, even 
though a large part of it will have to be handed over to India and other 
countries to “enable them to purchase American goods instead of British. 
The British taxpayer will have to pay interest not only on the share retained 
for the benefit of this country, but also on the share passed on for the benefit 
of the United States. This means that the annual interest charge of some 
{183 millions must be reckoned not on £9374 millions, but on a much smaller 
amount, so that the real interest rate is much above the nominal rate of 
er cent.—even above the rate of 23 per cent. paid by France. 

This leads us to the examination whether the loan on such terms was 
really necessary. The Government was asked several times during the debate 
whether it would not have been possible to raise a smaller loan at a slightly 
higher interest rate, but without any political conditions attached to it. 
in the House of Lords both Lord Pethick-Lawrence and Lord Keynes frankly 
admitted the possibility of obtaining a non-political loan from the Import- 
Export Bank. Lord Keynes estimated its amount at between one-quarter 
and one-fifth of the amount actually obtained. In addition, private American 
sources would have been only too anxious to grant credits to this country. 
There are concrete instances of offers made by American exporters to sell 
goods against blocked sterling to be withdrawn as and when British goods 
become available for export. These offers were refused by the Treasury, 
and American firms wanting to establish factories over here are required 
to finance their undertaking with the aid of British funds instead of bringing 
in dollars for that purpose. The chances are that American exporters of 
tobacco, cotton, etc., faced with the possibility of the development of cotton 
and tobacco growing within the Empire, would have been only too keen 
to arrange the financing of their exports on favourable terms. Last, but 
by no means least, the Empire would rally round Great Britain, as it did in 
1939, and would strain all its resources to enable us to work out our salvation 
without costly external aid. 

But Lord Keynes preferred a spectacular loan, especially as the conditions 
of such a loan corresponded to the latest views he held on international trading 
and monetary sy stem. He went to Washington fully in favour of the accept- 
ance of bretton Woods; he perso shared the American point of view in 
favour of the liquidation of the sterling area, the elimination of Empire 
Preference, and the restoration of the convertibility of sterling at the earliest 
possible moment. This was not the British Government’s point of view 
Nor was it to the best interest of this country. But he did succeed in 
persuading Whitehall to accept the Keynes-American point of view, in return 
for the proverbial box of cigarettes. 

Some critics of the Washington Agreement went so far as to state that 
it has virtually converted Great Britain into the 49th State oi the United 
States. In reality, we shall get the worst of both worlds. If this country 
were the 49th State it would be entitled to send two Senators to Washington, 
who would, at any rate, represent the British point of view. 
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The Nationalisation of the French 


Banking System 
By J. 0 al 


HERE is an old Eastern proverb which says, “‘ Hurry is of the devil, 


but slow advancing comes from God.” The French National Assembly 


could hardly have had those words in mind when it adopted the Bill 
for the nationalization of the French banks on Sunday, December 2, 1945. 
From the time that the Cabinet gave its approval to the Law until its terms 
were put to the vote in the Assembly only five days elapsed. A mere 48 hours 
passed between the first announcement of the actual terms and their passing 
into law. The pace at which the Bank of England Bill was put through 
the House of Commons—and it was a short measure dealing with the Central 
Bank only—was miserably sluggish compared with the meteoric finale in 
the French Chamber. 

The plan is Draconian. Even although the measure bears evidence of a 
laborious compromise between the project contemplated last spring by the 
parties of the Left, particularly the Socialist Party, and the more prudent 
conception of the Minister of Finance, it is much more far-reaching than 
was anticipated. The scheme is, in essence, four-sided. First, obviously, 
comes the nationalization of the Bank of France, as from January 1, 1946; 
secondly, shareholders of the four largest deposit banks—against the six 
which it was thought might be involv ed—are, from the same date, deprived 
of all control of their undertakings ; thirdly, all other banks are compelled 
to choose between operating as deposit banks or as banques d'affaires and 
to remodel their business accordingly ; and, fourthly, every banque d'affaires 
with a capital and balance sheet total, together with any commitments outside 
the banks exceeding 500,000,000 francs is subject to special control, and 
ull other banks to regulation and supervision. 

Part I is entirely a financial operation. The French Government cla:med 
that nationalization of the central bank had been approved by all shades of 
public opinion. This seems a little audacious, to say the least ; in fact, it is 
not strictly accurate. In any case, it had always been made out that the 
tights of the shareholders would be respected. As it is, their shares are to 
be transferred to the State in exchange for registered negotiable bonds, whose 
repayment value is to be fixed by a committee comprising the President of 
the Finance Department of the State Council, a chief adviser from the Audit 
Office, and a shareholders’ representative appointed by the Finance Minister. 
his value, however, is not in any case to exceed the average price between 
september 1, 1944, and August 31, 1945, nor is it to exceed the price of the 
shares dealt in on the Bourse between September 1, 1945, and the date on 
which the final settlement value is fixed. 

The State-guaranteed bonds to be issued to the shareholders will be 
redeemable in not more than 50 years. They will carry interest not exceeding 
2 per cent.—this compares with the 3 per cent. maximum first proposed by 
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the Government—but their income receipts for 1945 and 1946 must not be 
more than the dividend paid for 1944. M. Pleven had earlier explained 
that it was not possible to follow the example of the Bank of England measure 
owing to the unduly low dividend paid in recent years, and because capitaliza- 
tion of these dividends at the 3 per cent. first intended did not correspond 
with the actual break-up value of the shares. The flight from money which 
took place in France in 1943 drove the shares of the Bank of France up to 
more than 40,000 francs each, at which they gave a yield much below that 
on Government securities. During recent months, and especially in recent 
weeks, nationalization fears have caused a relapse in the price to around 
16,000 francs. The shares are no longer quoted. It has been calculated 
that the decision of the Government to fix market values and not dividends 
as the basis of compensation will give a maximum valuation of 27,000 francs 
per 1,000 franc share. On the other hand, if last year’s dividend were capita- 
lized at the maximum rate of 2 per cent., the capital value would be very 
much below 27,000 francs. Which principle will be adopted by the valuation 
Board, and what shareholders will eventually get, are anybody’s guess. 
Incidentally, it is laid down in Article 2 that the eventual proceeds derived from 
the sale of more than 20 shares are to be placed to a blocked account in the 
seller’s name in the books of the Bank of France. This account is to remain 
blocked for a period to be determined by the Minister of Finance, in consulta- 
tion with the National Credit Council. 

Ever since its origin 143 years ago, the Bank of France has always been 
closely bound to the State, which, by the nomination of the Governors and 
Deputy Governors, has exercised direct control over it. The reform of 1936, 
which eliminated the Council of Regents, made this control absolute. The 
14 members of the Council of the Bank since then have all been nominated 
by the Goyernment. It is, therefore, impossible to compare the French 
nationalization measure with that of the Bank of England; in our case the 
reform has meant a real change in the method of nomination of the Governor 
and directors. 

In Part 2 of the Law, definitions are set out of the types of banking in- 
stitutions. Deposit banks, for instance, are described as those which accept 
sight deposits from the public or fixed deposits repayable in two years or less. 
They may not hold participations exceeding 10 per cent. in any other concern 
except a bank or financial affiliate, and they are forbidden to use the deposits 
they receive in taking participations in businesses, or investing in real property 
except by permission of the National Council of Credit. Banques d'affaires 
—those which participate in industrial undertakings—may not accept deposits 
of shorter term than one year from persons other than their own staff and 
management, or from concerns in which they hold not less than 15 per cent. 
of the capital. Medium and long-term credit banks are those existing for 
the purpose of granting medium and long-term credit under State control 
and functioning within the framework fixed by law. Each bank now in 
existence has to make its choice within three months as to the category in 
which it desires to function and is to be given twelve months to make the 
necessary adjustments 

A Government commissaire will be attached to each banque d'affaires. 
He will attend all board meetings and will have the power to veto any decision 
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regarded as contrary to the public and national interest. This control will 
be fully articulated with the Bank of France. Each Commissaire will be 
assisted by a Committee consisting of a representative of industrial and 
commercial undertakings, a representative from the trade unions, and a 
representative of public or semi-public financial institutions. In addition 
to the President and Vice-President, the National Credit Council will consist 
of 38 members, 10 of whom will be appointed by the Minister of National 
Economy, 7 representing trade unions, 7 representing the ministries of 
national economy, industrial production, public works and transport, agri- 
culture, reconstruction and town planning and the colonies, 7 appointed 
by the Minister of Finance by reason of their financial or banking ability, 
and 7 representing public or semi-public financial institutions. 

Nationalization of the deposit banks is a different matter, and it is truly 
an innovation. It is not quite clear why the French Government preferred 
outright nationalization rather than the method of “ direction,” as is th 
case with Clause 4 in the Bank of England Bill. Since the reason is doubtless 
political, one might have expected the measure to be still more comprehensive. 
Why has nationalization of the deposit banks been restricted to the “ Big 
Four ’’—the Crédit Lyonnais, the Société Générale, the Comptoir d’Escompte 
and the Banque Nationale pour le Commerce et I’Industrie ? At one time, 
it was thought certain that the Crédit Industriel et Commercial and the 
Crédit Commercial de France would be included, but it would seem that, 
in the event, the extent of the national character of the banks’ network was 
the guiding line. Hence the choice of the Big Four. The Crédit Industriel 
et Commercial has branches in Paris only, but it has many provincial 
affiliations which mean a wide spreading of its tentacles ; moreover, it also 
conducts a large industrial business. The deposit business of the Crédit 
Commercial de France is purely regional. 

As for the compensation terms to be given to the deposit banks, the basis 
is quite different from that for the Banque de France. The reason is not far 
to seek. Their capital structure is much the larger and the number of their 
shareholders much greater. Immediate outright purchase of the shares 
would have involved the Government in a colossal expenditure which, pre- 
sumably, it was not prepared to face, Hence, the shares of these four banks 
are to be purchased over a period of 50 years at the most, at prices also to be 
determined by the valuation board by reference to the market value over the 
same period as for the Bank of France. The price to be paid is to be equivalent 
to the average price of the shares or the Paris Bourse for the period September 
I, 1944, to October 31, 1945. The period, it should be noted, is longer than 
that given for the Bank of France. This is distinctly unfair to holders, since 
the Government will reap the advantage of the sharp further fall which has 
taken place in the prices. Meantime, the shareholders will be issued with 
registered script in exchange for their shares, on which a dividend as from 
1946 will be paid each year at a rate not less than that for 1944. This 
minimum is to be guarantzed by the State. Thus, although the 1944 
dividend was lower than pre-war, payment of a higher rate is not ruled out, so 
that, on the income side, the shareholders do not seem to have been too 
badly treated. The position on the capital side is quite uncertain ; the 
detailed method of calculation has not yet been established. 
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One French journal has attempted an estimate of the final outcome : 


Average Dividend Capitaliza- Minimum Actual Total 
Price for 1944 tion on Value Value 
Bank of (Minimum) at 3% of Reimburse- of of 

Reference Guaranteed) Dividend ment Minimum Share 

Crédit Lyonnais oe 2,100 42 1,400 700 348 1,748 
Société Générale 2,100 33-25 1,108 992 472 1,580 
B.N.C.1. 1,200 21 70Oo 500 239 939 
Compt N. d’E scompt . 2,100 35 1,166 934 456 1,622 


A value emaiailine to the income at the rate of 3 per cent. is used 
for the calculation—this being the normal actual rate for long-term State 
bonds. The price of reimbursement represents, by the evidence of this 
valuation, an important enough premium, of which the actual value calculated 
at 3 per cent. for a period of 25 years, might establish a firm enough basis 
Since these calculations were made, the shares have fallen and are no longer 
quoted, but it is thought that the conditions of redemption are less unfavour- 
able for the shareholders than expected by the market. That does not signify 
that the method adopted for the calculation by the Government has ‘been 
chosen equitably. The adverse effect on the Bourse of nationalization fears 
has falsified the real average price. Moreover, the 1944 dividend was limited 
by the law to 120 per cent. “of the pre-war distribution and does not, therefore, 
correspond to the real earnings of the enterprises. 

Illegal profit-mongers and other delinquents have not been forgotten 
Hence, shareholders of the nationalized banks against whom pioceedings 
have been instituted, or who have been summoned to attend before a court 
of justice, a civil court, a military court, or a committee for confiscation of 
illicit profits, cannot benefit. Nor can they dispose of their securities before 
a decision has been given by a competent judicial or administrative authority. 
Moreover, the eventual proceeds received by any shareholder on repayment, 
whether partial or in full, of certificates issued in respect of script in excess 
of Frs. 200,000 will be paid to a blocked account with the Bank of France. 
This action, along with that in the case of the Bank of France, is all part of 
the general plan for control of credit and of capital. 

As from January 1, the nationalized banks will be managed by boards 
comprising 12 Government nominees, 4 appointed by the Minister of National 
Economy, 4 appointed by the trade unions (2 of whom are to be members 
of the staifs of the nationalized banks), 2 appointed by the Minister of Finance 
to represent the Bank of France, and 2 others chosen by the Minister from 
among persons with wide banking experience. No Member of Pa:liament 
may be a director of a nationalized bank and no director will be able to serve 
on more than one board. No member of the Government can be appointed 
a director within five years of his ceasing to be a member of the Government. 
Chere is a considerable amount of miscellaneous material in the plan, referring 
to credit control and so on, but it all serves to show how far-reaching and 
intensive is the control to be exercised. The pressure for substantial change 
may have been inexorable—there is no lack of material in the French Press 
on the whys and wherefores. But whether this truly Draconic measure 
will produce the results claimed for it, raise the prestige of French banking, 
restore the confidence of the people and help build up the Fourth Republic, 
time alone will tell. The indications are scarcely auspicious. 
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Exchange Control after Washington 
By David Sachs 


OME uncertainty exists regarding the impact on our system of exchange 
Q eon that will be made by implementing the terms of the Financial 

Agreement that has been signed with the U.S.A. One interpretation 
went so far as to assert that exchange control is now to go altogether, whereas 
the Chancellor of the Exchequer, during the debate in the House of Commons, 
pointed out that it was the Government’s intention to introduce a new Bill 
within the very near future to tighten up the control. An attempt to analyse 
the implications, from the point of view of exchange control, of the under- 
takings which this country has assumed under the Agreement should, therefore, 
be of value at this juncture. 

It will be recalled that for the purposes of the British exchange control 
the world is divided into two areas—one consisting of the sterling area and 
the other of all other countries. The secord area is in turn sub-divided 
into different currency areas (for example, American, Argentinian, French, 
Dutch, etc.) usually co-terminal with the sovereignty of the Government 
concerned. Thus the French franc area covers the whole of the French Empire, 
with the exception of Indo-China, an exception to be explained on political 
grounds. All persons are deemed to have a residence in one or other of these 
areas, and a movement of any asset from the sterling area, or between persons 
resident in different currency areas, is subject to a variety of restrictions. 

So far as residents of the sterling area are concerned, the control operates 
so as to ensure that the property of such residents located abroad can be 
dealt with only with the permission of the central authority. In practice, this 
means that a person owning, for example, a French franc security must 
register the details of that security with the Bank of England, ask for the 
Bank’s permission before he can sell it or deal with it in any other way, and 
take steps to see that any income arising from that security, which in this 
case would be an amount in French francs, is sold to the Bank of England. 
Likewise, a manufacturer shipping goods to, say, the Argentine, is subject 
to a form of control which ensures that the proceeds of the export are remitted 
back to this country. Hitherto, where the owner of a foreign asset of a kind 
described above was resident in another part of the sterling area outside of 
the United Kingdom, the obligation to transfer to the central authority was 
precisely the same as in the case of a resident of the U.K. 

When we come to consider the position of non-residents of the sterling 
area under exchange control, it is important to realize that the Regulations 
ire designed to control the transfer of assets from the sterling area to a place 
outside that area. In practice, this meant that a division was made between 
assets that were of an income nature, or arose out of current trade, and all 
other types of property, items of a current nature being normally transferable 
to the owner’s country of residence. In the case of capital items, permission 
to transfer was restricted, a distinction being drawn in practice between 
those countries whose currencies were very hard and those where the “ hard- 
ness ’’ was less severe. Thus, a wide variety of capital items are in practice 
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transferable abroad in the case of all countries except Canada, Newfound- 
land, Switzerland and the Argentine. Finally, to complete our rough out- 
line of the Regulations in their present form, it should be noted that sterling 
(whether capital or income), which it has been permitted to place to the 
credit of a non-resident, can only be utilized for payment to persons resident 
within the sterling area or for transfer to the account of a persun resident 
in the same area as the transferor. Thus, a transfer of sterling may be 
made from one American account to another American account, but not 
from an American account to a Swiss account. 

Now let us examine the undertakings into which the British Government 
has entered under the Agreement. Under Article 7, the Government of the 
U.K. undertakes within a specified period that the “ sterling receipts from 
current transactions of all sterling area countries . . . will be freely available 
for current transactions in any currency area without discrimination, with 
the result that any discrimination arising from the so-called sterling area 
dollar pool will be entirely removed, and that each member of the sterling 
area will have its current sterling and dollar receipts at its free disposition 
for current transactions anywhere.’’ It follows at once from this under- 
taking that certain of the arrangements which have existed since the war 
between the various members of the sterling area will terminate. It does 
not necessarily follow, however, that these countries will immediately convert 
into dollars all sterling that accrues to them, since many, if not most of them, 
have substantial payments to make in this country in order to service their 
debt, and they normally purchase substantial imports from this country. 
Provided, therefore, that the other members of the sterling area maintain 
over their own residents a system of control not less strict than that which 
will be maintained in the United Kingdom, there would seem no reason to 
envisage the end of the sterling area and the system of co-operation between 
its constituents that has functioned during the war years. The only difference 
would be that the individual Governments would be the sole judge of the 
merits of an application for non-sterling currencies on the part of their own 
residents, and would not have the ready-made criterion used during the war 
of the relation of the application to the war effort. While it may be difficult 
to guess whether the sterling area in its present geographical form will be 
maintained, the probability would seem to be that most, if not all, of its 
former constituents will remain within the area. The essential principle 
would be that it should not be easier to remit outside the area from any one 
centre than 1rom another, given that movements of sterling within the area, 
whether by residents or non-residents, are permitted. 

It might, at this stage, be useful to set out the definition of “ current 
transactions’ given in the Bretton Woods Final Act, and which the Agree- 
ment also employs. In the Final Act the definition runs as follows (cf. 
Article XIX (i) ): 

‘‘ Payments for current transactions mean payments which are not for 
the purpose of transferring capital, and include without limitation : 


‘ (1) All payments due in connection with foreign trade, other current 
business, including services, and normal short-term banking and 
credit facilities ; 
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(2) Payments due as interest on loans and as net income from other 
investments ; 

‘(3) Payments of moderate amount for amortization of loans or for 
depreciation of direct investments ; 


‘ (4) Moderate remittances for family living expenses. 
it will be seen that this definition roughly covers all items which under the 
exchange control as hitherto administe ced are already permitted to be trans- 
ferred abroad. The real control, so far as trade items are concerned, would, 
therefore, seem to pivot on the restriction of imports. 

The Agreement explicitly provides for the maintenance of the system of 
control of imports by licence. The necessity for this arrangement is apparent, 
since it leaves the authorities with the power —indispensable in the present 
circumstances—to discriminate between essential and non-essential imports. 
Once a licence to import has been granted, the allocation of the foreign exchange 
will follow as a matter of course. 

Perhaps the most important commitment entered into is that relating 
to the convertibility of sterling. As we have noted above, sterling due to 
members of the sterling area or arising out of current trade becomes nominally 
convertible into any currency. The same freedom is conferred under Article 8 
m_ sterling arising out of trade with all otber countries. Section (ii) of that 
Article recites: “‘ The Governments of the U.S. and U.K. agree that not 
later than one year after the effective date of this Agreement, unless in ex- 
ceptional cases a later date is agfeed upon after consultation, they will impose 
no restrictions on payments and transfers for current transactions ”’ (our italics). 

What is the precise implication of this undertaking? At present, sums 
lue from the U.K. for current transactions are tiansferable only to the sterling 
account of the creditor designated in the manner described above, and are 
not eligible for any purpose other than for payments to persons resident in 
the sterling area or for transfers to a person resident in the same currency 
area as the transferor. It is this latter facility which normally furnishes 
the means whereby the creditor can convert his sterling into his own currency, 
since the Monetary Agreement concluded between the U.K. and the country 
concerned provides for the central bank of the latter accepting sterling either 
up to an agreed figure or with no fixed limit. The U.K.’s obligation to convert 
such sterling into any currency would, therefore, seem to remove at a stroke 
the system of differential non-resident accounts. A resident in the American 
irea will henceforth be at liberty to sell his sterling arising out of a current 
transaction to a resident of Switzerland, a resident of $ Sweden will be able to 
sell his sterling to a resident of the Argentine. 

It follows that there will be a market for sterling in every foreign centre 
and, subject to the limitations that may be imposed by local les gislation, 
arbitrage may take place between such centres. The form of exchange 
control will, therefore, we may assume, revert substantially to the system 
in force in the early stages of the war, when no distinction was made between 
one non-resident and another. All the more emphasis will, however, be laid 
on discriminating between transactions which come within the category of 
current trade and those which do not. The words used by the Chancellor 
of the Exchequer in the debate in the House of Commons may here be 
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appositely quoted: ‘‘In the Bretton Woods Agreement, exchange control 
of capital movements, as distinct from current transactions, is not only per- 
mitted but positively enjoined on all members—which is a very remarkable 
and interesting fact. In the view of His Majesty’s Government this is an 
admirable provision, and we intend to live up to it. We are not going to 
relax our exchange control over capital movements. We cannot have any 
more of the troubles that we had before the war, resulting from the movement 
f ‘“ hot money, as it was called, from one country to another. All such move- 
ments must be held firmly in check.” 


It has been mentioned that the Chancellor intends further to tighten up 
exchange control for capital items. What further control of capital move- 
ments is there likely to be? At the moment, capital represented by cash 
with a bank and not arising out of a current transaction may be either blocked 
sterling or sterling held on an ordinary non-resident account. It will be 
blocked sterling if it arises out of a capital transaction. This is not trans- 
ferable to any third party and is eligible for investment only in British Govern- 
ment securities having a life of not less than ten years. If it is held on the 
ordinary non-resident “account it may represent the result of a current trade 
transaction or represent fresh funds brought into this country. Under the 
present dispensation, these funds may be invested in a purely sterling security 
on the Stock Exchange with the assurance that the owner will be permitted 
to resell his holding and have the proceeds credited to the account from 
which they were originally taken. One conceivable consequence of the 
Chancellor of the Exchequer’s hint is that this right may be withdrawn. 


However, by far the largest category of capital items owned by non- 
residents is that which is inv vested either in Stock Exchange securities or in 
shares in private companies or in 1eal estate. Capital in any one of these 
iorms may not normally be realized and the proceeds remitted abroad. The 
most that is permitted is for the capital to change from one form to another. 
Thus, shares in a private company may be sold provided the proceeds are 

reinvested in, say, a Stock FE xchange security or in the acquisition of real 
estate . There is likewise complete freedom for a non-resident to switch from 
one purely sterling security quoted on the Stock Exchange to another such 
security, provided the security acquired in the case of a bond has a life not 
less than ten years. Little or no advantage can accrue to this country from 
ny attempt to tighten these restrictions still further so as to freeze non- 
residents’ property for ever in the form in which it happens to find itself 
at the moment, 

We may sum up this brief survey of the possible implications of the Agree- 
ment on the system of exchange control by saying that, as far as residents of 
the U.K. are concerned, the form of control will remain substantially unmodified. 
As regards non-residents, there will be a distinct advantage in having current 
trade items hitherto we: J available to the owner in his local currency now 
vecoming freely conve rtible into any currency ; while items defined as capital 

belonging to non-residents are threatened with a still stricter control. 
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The Future of Germany's Finances 
By L. G. Newton 


T was laid down in the Potsdam agreement that there should be a common 

financial policy in Germany, and it is, of course, obvious that if Germany 

is ever to be run as an economic unit there will have to be the same financial 
structure in the four zones. Before that agreement was made, however, the 
Russians in this zone, which then included Berlin, had taken certain decisive 
steps. On the principle that, as the Reich was finished the old Reich debt 
no longer existed, all the old banks—and insurance companies—were deemed 
bankrupt, as about 80 per cent. of their assets consisted of Reich paper. New 
banks were then opened instead, based, it would appear, mainly on the 
municipality. The same principle was adopted for the insurance companies. 

There is not a great deal which is known about these Russian controlled 
banks. They seem mainly to act as a collecting agency for the municipality 
for local sav ings and no large loans to industry are being made. But one can 
take the Berlin bank, the Stadtcontur, which is now run on a quadripartite 
basis, as an example. When the bank started, with branches in each district, 
it had a clean ledger, no deposits and no loans, and a capital of RM. 25 millions 
lent by the Russians. On the entry of the other powers into Berlin, the British 
and the U.S. each lent the bank a further Rm. 25 millions, mainly for the 
purpose of financing the food which each power was sending for the population 
of the capital. This bank, then, has a monopoly of whatever business there is 
in the Berlin district. And its balance sheet towards the end of November 
showed as liabilities the RM. 75 millions lent by the Military Governments 
and Rm. 675 millions of deposits. Assets consisted of Rm. 630 millions 
in cash and Rm. 120 millions in loans, of which Rm. 50 millions was a loan 
to the Berlin municipality. Of course, in a city like Berlin, where there is 
very little life in the normal sense and only a minute amount of industrial 
activity, one cannot expect any real demand for banking facilities. But the 
amount of deposits is not unimpressive; it is the result of the enormous 
volume of currency in existence and the almost entire absence of consumer 
goods. 

In the Western zones, however, the position is very different. There, 
branches of the old banks continue, based on the zone, and the British, for 
instance, have opened what might be called a central bank for their zone 
in Hamburg. And the old Reich internal debt is not considered as cancelled 
but merely as in suspense. There is thus a wide gulf between East and West 
which cannot continue if the country is to be run as a whole. It is patently 
absurd for branches of a bank east of an arbitary line to be considered insolvent 
and deposits in them lost, while branches of the same bank which happen to 
be situated to the west continue. The same applies to the internal debt. 
Either the West must follow the East, which would be a difficult step now 
after so many months have passed—and it must be said that there is no signs 
whatsoever of this happening—or the Russians must be persuaded at least 
partly to unscramble their egg. 

The position is more complicated really than this, because the Western 
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powers are agreed on what steps they themselves would like to take. Consider 
first the internal debt. There is a school of thought which considers that 
this should, if possible, be met, as a cancellation, though its effect on the banks. 
insurance companies and thus on the country as a whole, would create further 
chaos and retard the formation of any sort of economy. Service of the debt 
cannot, of course, be met as things are at present. But it is thought by this 
school that, if prices were allowed gradually to rise over a period of, say, 
four or five years, at least part of this debt service might be possible. To 
help, a small part of the debt might be cancelled and interest rates on the 
balance reduced. The amount of the price increase envisaged is one which 
would bring the Reichsmark/sterling rate from its real level today of about 
15 Rm. to the £ to a figure more in keeping with its official rate of Rm. 40 
to the £. This would have the added advantage of bringing German prices 
and costs more into line with world prices when German goods once more 
appear on the international markets, which they should do in a small way 
in, Say, one or two years’ time. 

But there is another school of thought which has a different outlook. 
This school regards the Reich as bankrupt completely, and foresees a 
further vast expenditure for some future central government account on 
such items as relief, rehousing, rehabilitation, war damage, and possibly 
compensation for reparations and occupation costs. What all this will 
mount to in the end no one knows, but as a very rough guess it might total 
Rm. 600 milliards, which in addition to the Rm. 400 milliards of present 
internal debt makes a very formidable total indeed. This school would like, 

herefore, to cancel the old debt. And so far as the old banks are concerned 

would cancel, say, 80 per cent. of the deposits. It should be mentioned 
that there is a third school of thought which would like to keep part of the 
old debt really as a financial safe puard for the future. In other words, German 
finances should not be given any opportunity of becoming stronger than 
the finances of other Western European powers in the more distant future, 
in about 20 to 25 years’ time, when the present foreseeable expenditure has 
been completed. There is, thus, a considerable margin for compromise 
among the Western powcrs before one considers how the present gulf between 
the East and West can be bridged. Nor does the problem grow easier with 
time, as the financial system in force naturally becomes more deep-rooted 
in each economy as reconstruction proceeds. The Russians, for instance, 
claim a considerable volume of deposits in their banks. 

However, it must not be thought that there is no agreement between the 
four powers on financial policy. There is. On taxation, for instance, which 
is decided on a quadripartite basis, although the money is collected and 
spent individually by each zone, there is a large measure of agreement 
laxes have already been increased once, and a further substantial increase 
will come into force in the near future. On the ground of equity, no class in 
Germany should be taxed less than the similar class in the U.K. And from 
now on no class will be. This taxation increase will serve two objects. It 
will help to reduce the deficits in the various local budgets—there do not 
appear to be any zonal budgets as yet—although expenditure will also increase 
as supplies for, say, house repairs become more available. It will also help 
to mop up some, at any rate, of the enormous surplus purchasing power now 
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existing. This purchasing power is the other great financial problem. It 
is a source of wonder to many how the present price structure has held in 
such a remarkable way. A visitor to Berlin does get a different impression. 
For in the Tiergarten, on the border of the British and Russian sectors, there 
is a rampant market in practically everything, a market which has now been 
raided several times, but which still.persists. Here, cigarettes are bought 
and sold at from Ra. 5 to Rm. 7 each, a bar of chocolate costs RM. 50, an 
old second-hand jumper might cost Rm. 800 and an old suit RM. 2,000. 
(These prices will be seen in their true perspective if it is remembered that 
an ordinary person’s food ration costs between Ru. 11 and Rm. 15 per month.) 

3ut Berlin today is in many ways unique. It does not represent Germany. 
Elsewhere, the amount of black, or free, market, appears to be small, for a 
variety of reasons. The German is still very obedient, almost terrifyingly 
so in the view of some. And when ordered to do something, in the vast 
maiority of cases he seems to do it. Then the lack of civilian transport, by 
preventing people visiting the farms or markets, helps the authorities a lot. 

But there is still this volume of currency which will have to be dealt with 
at some time. The Reichsmark note issue, part of which is known to be in 
countries other than Germany, amounts to about Rm. 70 milliards. The 
exact quantity of Allied marks issued is unknown. There is some doubt about 
how much is circulating in the East, but it is not believed to be greatly in 
excess of Ra. 5 milliards in all. On the sort of economy which is envisaged 
for Germany, the note issue is at a guess about ten times too much, although 
lack of communications, and the decentralization of industry and finance 
will entail a larger note circulation than normal. Various suggestions 
have been made as to the method for treating this problem. But a new issue 
can, of course, hardly be made without some form of central control of the issue 
and of the expenditure of all occupving forces. That is axiomatic. And the 
position is complicated, too, by the absence in Germany of major printing 
engeneny and of banknote paper. (Note printing in another country would 
be very expensive.) A survey of the material and facilities available is now 
be .ing made and it is generally recognized that something will have to be 
done in the near future. Apart altogether from the inflation question, no 
new notes have been printed for some time, apart from Allied notes, and the 
life of a banknote is relatively short, normally about seven to eight months. 
rhe note issue is regarded by many as a more pressing problem than that 
ot the internal debt and the banks. 

That is a broad outline of the major financial problems in Germany today. 
(here are a number of secondary problems, of course, such as the lack of 
balance between costs and some official selling prices. To take Ruhr coal 
as an example of this, average cost per ton is today about Km. 60 and average 
internal selling prices per ton about Km. 16. (ixport prices are based on 
equivalent prices in the U.K. and exports are invoiced mainly in U.S. dollars.) 
industry, or at any rate the Ruhr coal industry, is thus running on its losses, 
financed by credits from the local banks issued on the authority of the 
Military Government. That will naturally have to change one day, and 
perhaps that day is not too far away. But that sort of problem is not a 
iundamental one, preventing the formation of some central German economy. 
lhe other problems are. And it is difficult to see at the moment any real 
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solution, because each argument is valid according to its holder’s own particular 
philosophy or viewpoint. As regards the internal debt, it is asked why should 
this be honoured when it represents the money with which Germany financed 
the war? And if its cancellation means the loss of bank deposits, what of 
it? The other argument is equally strong from the other viewpoint. And 
it might possibly be wrong to regard these two viewpoints as the one repre- 
senting those who wish to build Germany up to a self-supporting economy 
and the other representing those who do not. Again, there are those who 
maintain firmly that a controlled inflation is quite possible, that anything 
is possible with the present German obedience. But there are others who 
are not quite so sure, who feel that memories of 1923 still persist and that 
once the population sees prices start to rise it might be more difficult to control. 
Which of these views is correct ? Unfortunately, it is only possible to find 
out by actually doing it. 

One thing, however, does seem reasonably certain. It is unlikely that 
the ‘“‘ Big Six’ banks will revive in their old form. There are at least two 
powers, both of them in the West, which appear to be determined on de- 
centralization to a provincial basis. (There may be other powers agreeing on 
this point also.) In any case, excessive concentrations of economic power—and 
the old German banks did have this concentration, there is no doubt—will 
probably be prevented by law as part of the economic disarmament of Germany. 
The banks’ functions will probably be restricted also. But what the ultimate 
solution will be of the other problems mentioned one can only say, as an 


observer, that it is anyone’s guess. 


Banking Trends of 1945 


NTIL the final quarter of the year, little save a further acceleration 
Ui: the pace of credit expansion promised to distinguish the 1945 banking 

year from any of its predecessors since the outbreak of war. The 
much steeper rise in bank deposits during the spring and summer was a 
direct reflection of a pronounced slackening in the National Savings effort, 
the ending of hostilities giving rise to a new and premature demand for 
liquidity in preparation for the eventual release of deferred spending of all 
kinds. It was the more disturbing in that the growth of the national money 
income had been checked with the attainment of our peak war effort, so 
that any further credit expansion merely tended to increase the supply of 
money above any normal requirements in the post-war period, and in all 
probability the additional credit will thus have to be funded again out of 
current savings in the years to come before the monetary position can be 
considered once again in equilibrium. In April, clearing bank deposits wer 
for the first time more than double their pre-war level and by September the 
‘olume of bank credit was 118 per cent. above that of August 1939. Ih 
the two succeeding months, however, the success of the Thanksgiving 
Campaign has brought a sharp reversal of the previous expansion in deposits, 
notwithstanding the continuance of heavy deficit expenditure. As a result, 
a comparison of the movements over the twelve months to November actually 
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makes a favourable showing against any year since 1942, if one judges only 
by the absolute addition to deposits without enquiring whether credit expan- 
sion now has the same justification as during the war, when the national 
income was rising at least as steeply as the volume of deposits. 

This sudden reversal of trend was one of the two principal features of the 
year, the second being the October cut of } per cent. in the rate of interest 
allowed by the Government on Treasury deposit receipts and, therefore, in 
the Treasury bill rate and the rates allowed by the banks on deposit accounts 
—the first change in the structure of short-term rates since the restoration 
of Bank rate to 2 per cent. in October 1939 and still more significant as a 
new departure in the technique of credit policy. There was, in fact, a close 
connection between the cut in deposit rates and the sudden spurt in Savings 
subscriptions, for the reduction in deposit interest—coupled with the Chan- 
cellor’s significant hints of a coming lowering of the Government’s borrowing 
rates—stimulated a very substantial switch out of bank deposits into the 3 
per cent. Savings Bonds and 2} per cent. National War Bonds hanes 
from offer on December 15. The extent of this movement can be gauged by 
the sudden and very unusual drop of £50 millions in deposit accounts during 
October, side by side with an increase of £11 millions in current accounts. 
it will be interesting to note whether the Statistical Summary for November 
shows that that month’s contraction in deposits was also concentrated on 
deposit accounts. 

The violent movements during November and the position at the end of 
that month are shown in the table below. 


Change on: 





Nov. - —— : 

1945 Month Year Aug. 1939 

{m. £m. £m. £m. 
Deposits , or mr 1.7 &.8 70.2 + 390.9 + 2,543.6 
Cash .. ; os - 496.2 — 17.1 + 35.8 + 263.4 
Call Money .. “is ah 228.8 + 27.6 + 23.8 + 81.3 
Discounts wie ar i 296.3 + 107.4 + 98.4 + 27:2 
T.D.R. i 1,703.0 — 222.0 155-5 + 1,703.0 
Investments .. aa - 1,200.7 + 22.7 - 8.6 + 601.3 
Advances aa ana i 799.1 9.1 + 61.4 — 185.4 


At the end of August, deposits showed a rise on the year of no less than 
{714 millions. Thanks to the abrupt check to the expansionary trend since 
that time, it will be seen, the rise over the twelve months to November was 
no more than £391 millions. Even so, the indications are that the £5,000 
millions mark will be touched or exceeded on the last day of the year. The 
rise over the year to November, as will be seen from the next table, was 
not very much greater than in the twelve months to November 1940 and 
was smaller than in any subsequent period except 1942, when the movement 
was much distorted by the great initial success of the tax certificates intro- 
duced in December 1941. When tax certificates are taken into account, the 
comparison with the £534 millions addition to deposits in the year to November 
1944 is still more favourable, since in those twelve months the outstanding 
issue of tax certificates also rose by {107 millions, whereas in the subsequent 
twelve months net subscriptions to this security—which must be regarded 
as nothing more than a substitute for bank deposits offering a much higher 
return—were no more than {61 millions. 
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CHANGE OVER TWELVE MONTHS TO: 
(In £ millions) 


Nov. Nov. Nov. Nov. Nov. Nov. 

: 1940 1941 1942 1943 1944 1945 
Deposits oe + 357 + 506 + 264 + 393 + 534 + 391 
Cash_.. + + 40 + 47 + 35 + 36 + 55 + 36 
Call Money... — 2 — 14 + 8 + 20 + 50 + 24 
Discounts eo — I5 — 93 — § — 57 + 14 + 98 
TAR a + 236 + 415 + 153 + 383 + 361 + 156 
Investments + 132 + 256 + 119 + 49 + 25 + 9 
Advances — 72 — II4 — 46 — 39 + 14 + 61 


In the next table, the movements in the principal items are analyzed 
by quarterly periods. It will be seen that the chief deviations from the 
trends of previous years were seen in the second quarter, with an abnormally 
large expansion in deposits, and in the fourth quarter, which as a whole 
seems likely to show only a trifling addition to deposits on balance, compared 
with an increase of close on £300 millions in 1943 and 1944. 


MOVEMENTS BY QUARTERLY PERIODS 
Money Market 


Deposits Assets TBR. Investments Advances 
£m. £m. £m. £m. £m. 

i941 I “es — 35-7 — 97-4 + 60.5 + 49.6 + 2.1 
I! + 181.6 + 9.9 + 108.0 + 59.2 — 48.9 

III + 168.6 + 113.2 + 49.0 + 59.1 — 33.0 

IV + 214.7 — 1306.7 + 227.0 + 59.3 — 19.5 

{942 — 257-3 — 12.9 — 282.5 + 51.2 + 31.0 
II + I91.2 + 139.8 + 67.0 + 8.5 — 37-4 

IIt sa + 95.1 — 36.0 + 150.5 + 38.4 — 25.9 

IV ia + 270.4 — 63.6 + 202.5 + 23.5 — 1.6 

1943 «dS — 86.7 — 27.9 — 12.0 + 12.2 + $8 
II + 88.5 + 89.2 — 25.0 + 26.6 — 32.7 

Il an + 106.6 — 44.2 + 186.0 cs ee — 10.6 

IV oP + 294.7 — 73-2 + 262.5 — 6.5 + mf 

1944 I — 43-5 — 15.7 + 24.0 — 17.4 + 29.2 
II + II1.9 + 119.2 — 85.5 + 33.0 — 1.9 

III + 151.0 + 12.6 + 198.0 + 13.5 — 35-1 

IV + 293.8 — 54.4 + 223.0 — 18.1 + 18.3 

1945 I ar - 85.5 — 16.4 + 14.5 — 11.6 + 17.2 
II + 292.1 “fF oa + 257.5 — 25.5 — 9.7 

III a + 1460.4 + 110.7 + 32.0 + 18.1 + 2.3 
Iv* rr — 109.2 + 84.4 — 267.5 + 55-1 + 35.8 


* October/November only. 


Owing to the sharp deviations of trend during the year, neither the 
£714 millions expansion in deposits over the twelve months to August, nor 
the much smaller rise of £391 millions in the twelve months to November, 
gives a really representative picture of the year’s trends. These can be 
demonstrated more satisfactorily by comparing averages instead of the position 
in individual months, as in the next table. Taking the eleven months as 
a whole, it will be seen, deposits have shown an increase this year of £561 
millions, or £89 millions more than in 1944 and £160 millions more than in 1943. 

Consideration of the eleven-months’ averages helps also to correct another 
erroneous impression left by the November comparisons, namely that of an 
apparent decline in the importance of Treasury deposit receipts as the counter- 
part of the additional credit brought into being by deficit finance. Over 
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JANUARY-NOVEMBER AVERAGES 
Change on geerions pomneny- November mamange 


Jan./Nov. 1945 on 1944 on 1943 on 1942 On 

1945 1944 1943 1942 1941 

{m. £m. £m. £m. £m. 
Deposits wa 4,678.0 + 560.9 + 472.0 + 401.7 + 305.7 
Cash .. € 487.6 + 55.8 + 49.0 + 41.5 + 29.3 
Call Money ; 202.1 + -23.6 + 25.4 + 20.9 — 2.3 
Discounts ; 171.7 — 0.9 — 17.0 — 48.2 + 1.5 
r.D.R. <n ~ 1,837.0 + 475.8 + 386.8 + 355-9 + 147.8 
investments 1,149.4 — 15.1 + 18.3 + 81.8 + 179.5 
Advances... +a 763.6 t 13.5 - 2.9 51.9 — 62.4 


the two months October and November, this item showed the enormous fall 
f no less than £268 millions, making a total decline of {291 millions from 
the July peak holding of {1,994 millions. As a result, this item shows an 
increase of only £156 millions over the year to November, equivalent to less 
rege 40 per cent. of the expansion in deposits over the period. During 

» twelve months to. July, by contrast, T.D.R. holdings shot be! by as much 
as ; £684 millions, providing the counterpart for virtually the whole of the 
£697 millions increase in deposits during the period. Taking the eleven 
months’ averages, T.D.R. holdings have been £476 millions higher than in 
1944, equivalent to 85 per cent. of the addition to deposits. Her r1ce it would 
be quite wrong to conclude from the abnormal November position that the 
deposit receipt has gone into eclipse. On the contrary, it has played a larger 
rdle than before, since T.D.R.’s provide the counterpart for only just under 
three-quarters of the £2,320 millions of additional credit created over the 
vhole period since their introduction in June 1940. 

The effect of six years of deficit finance on the assets structure of the 
banks is summarized in the next table. So far as the past twelve months are 
concerned, the most striking individual movement is the sharp recovery 
in bills discounted from only 4.5 per cent. of deposits to 6.2 per cent. in 
Novembe r, or exactly half the pre-war ratio. Even this modest recovery was 
largely due to the violent shifts in November itself, and these also explain the 
apparent check to the importance in the assets structure of Treasury deposit 
receipts. Between November 1944 and July 1945, the T.D.R. ratio rosé 


CHANGE IN BANKING RATIOS 

















August November November November 
1939 1942 1944 1945 
ém. % £m. % £m. % £m. % 

Deposits . 2,245 100.0 3,472 100.0 4,398 100.0 4,789 100.0 
Cash .. ; 233 «10.4 367 —-:r0.6 460 10.5 496 10.4 
Call Money . ; 147 6.5 135 3-9 205 4-7 229 4.8 
Bills ps 279 «12.4 241 6.9 198 4:5 296 6.2 
Pre-war “ Liquid 

_Assets” .. 659 29.3 743 421.4 863 19.6 1,02 21.4 
r.D.R. - ~ — 804 23.2 1,547 35.2 1,703 35-5 
lotal"‘Liquid Assets 659 29.3 1,547 44.6 2,410 54.8 2,724 56.9 
Investments 599 26.7 Sy ee Rig2 27.2 1,201 25.1 
Advances .. ae 984 43.8 763 22.0 738 16.8 799 16.7 











Earning Assets"’.. 1,583 70.5 1,880 54.2 1,930 43-9 2,000 41.8 
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steadily from 35.2 per cent. to a peak of no less than 41.4 per cent., but the 
movements of the subsequent three months have almost completely reversed 
that change. On the average of the eleven months of 1945, T.D.R.’s have 
been equivalent to 39.2 per cent. of deposits, against 33.0 per cent. 

More than one tentative check to the decline in advances has proved 
illusory, but it now seems at last safe to conclude that the underlying trend 
of this item is once again upward, fresh lending to finance reconversion more 
than compensating for the repayment of pre-war loans. Even so, the increase 
of {61 millions on balance over the twelve months to November has not 
sufficed to prevent a further slight fall in the ratio to deposits. In the case 
. investments, the recent purchases in connection with the Thanksgiving 

Campa ign have only offset the previous decline in this item with a margin 
of {11 millions, so that in relation to deposits there has been a further declin 
from the 1942 peak. In absolute amount, the combined investments portfolio 
has almost exactly doubled since August 1939, while advances are still 
£185 millions lower. On the average of the eleven months, the two main 
earning assets together have been running at almost exactly the same level 
as in 1944, a slight recovery in advances being neutralized by a slightly lower 
average investments total. Thus, the net expansion in resources has had 
its counterpart entirely in additional cash and low-yielding items, principally 
T.D.R.’s 

The apparent inference is that if any of the banks were likely for the 
first time to exceed their E.P.T. standard of earnings, this has probably been 
postponed by the recent cut in short-term rates. On the October figure, 
the banks are losing } per cent. on £2,315 millions of T.D.R.’s and money 
market assets, whereas deposit accounts, on which there is a clear comparable 
saving, totalled only £1,582 millions. Whether or not it is possible to maintain 
net asset earnings, therefore, depends on whether a sufficient proportion of 
the £3,277 millions of current accounts have been receiving interest to permit 
an annual saving of some £3,500,000 (i.e. 4 per cent. on £733 millions). An 
increase in advances rates being rnvod eM, out of the question, any deficiency 
in current earnings under this head could be made good only by an expansion 
in the main earning assets or by higher charges for keeping current accounts, 
though the actual ‘position is always liable to be dominated by such factors 
as bad debt provisions and recoveries, or profits on the realization of invest- 
ments. It should be noted that the position is very different for the Scottish 











VALUATIONS 


For more than 60 years the name of LEOPOLD FARMER & SONS 
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banks, which have always held a much lower proportion of T.D.R.’s and 
might, therefore, actually be the gainers on balance from the cut in deposit 
interest (though, as noted elsewhere, they have recently announced a lower 
scale of charges for advances). So far as the London banks are concerned, 
roughly one-third both of total deposits and of the year’s addition has been 
held in the form of deposit accounts, as shown by the next table, whereas 
in the early stages of the war virtually the whole of the additional credit was 
held on current account. It remains to be seen, however, whether a further 
sharp fall in deposit accounts will follow that of £50 millions in October 


already mentioned : 
DEPOSIT AND CURRENT ACCOUNTS 


Current 
—_—"—_-_—_——_ 
as%of as % of 
Current Deposit Total Total Increase 
£m. £m. £m. % % 
1939 ae . a 1,252 996 2,248 55-7 — 
1940 ing , ia 1,487 1,018 2,506 59-3 gI.I 
1941 4a ‘ r- 1,885 1,085 2,970 63.5 85.8 
1942 ; , a 2,148 1,128 3,275 65.6 86.2 
1943 ann i ie 2,455 1,222 3,077 66.7 76.4 
1944 . me aig 2,765 1,388 4,153 66.4 65.1 
1945*  .. ea 3,131 1,567 4,697 66.7 67.3 


* Ten months only. 


One further feature of the year’s movements deserves mention, and that 
is the continued economy in till money. In October, the total till money 
holding was still no more than £145 millions, or less than the average for 
1942, notwithstanding an intervening expansion of {1,584 millions in deposits 
and of £168 millions in cash as a whole. 

Hence it is not surprising that the deposits of the Bank of England show 
a further marked expansion over the year, as will be seen from the next table. 
The position in any particular week, however, is liable to be distorted by 
transitory factors, so that the acceleration in the expansion of central bank 
credit has not been anything like so steep over the past year as the mid- 
December comparison alone would suggest. 

CHANGES IN CENTRAL BANK CREDIT 


Change : 
LLL 
1945 Change 1944 On 1943 on 1942 on 194I on 
Dec. 12 on year 1943 1942 1941 1940 
£m. £m. £m. {m. £m. £m. 
issue Department . 
Fiduciary issue .. 1,400.0 + 150.0 + 150.0 + 150.0 + 170.0 + 150.0 
Active circulation .. 1,359.5 + 133.8 + 158.8 + 158.6 + 168.3 + 135-5 
Banking Departement 
Reserve xa oa 41.1 + 114.6 — 8.0 - 8.5 + +2 + 14.0 
Securities .. ; a7%..7 + 38.4 + 24.2 + 32.8 + 13.8 —- £2.12 
Deposits “s Ko 294.9 + §2.9 + 16.2 + 24.3 + 15.9 4- 1.9 


Once again, the year has seen three successive increases of £50 millions 
in the fiduciary issue, making a current level of £1,400 millions. From the 
February low to December 19, net withdrawals amounted this year to only 
£160.3 millions, against {158.4 millions in 1944. In the meantime, however, 
large numbers of overseas soldiers have returned home, so that the apparently 
smaller expansion does not betoken any favourable turn in the hoarding and 
spending habits of the domestic population, especially as total incomes are 
no longer rising very much, if at all. 
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Indian Banking in 1945 
By H. C. G. Slater 


ITH the end of the war in Europe and Asia, a survey of Indian banking 
conditions must necessarily include some reference to the problems 
which lie ahead. The phenomenal growth of banking deposits since 
1939, co. pled with the wartime restrictions on normal trade and development, 
ge in the employment 
of banking resources. It is estimated that the Scheduled Banks on average 
now have about 60 per cent. of their available assets invested in Government 
securities, and the continuance of cheap money in India is thus a matter of 


1 


has caused in India, as elsewhere, a considerable chan 


iderable importance to them if heavy depreciation on their holdings is 











CoO 
to be avoided. Another weighty factor in the immediate post-war economy is 
the degree of success which will attend the efforts of the Central and Pro- 
vincial Governments to deal with the mal-adjustments of production and 
employment inevitable in the cessation of the huge expenditure of the military 
machine. Fortunately, there is evidence that both these matters have 
received detailed consideration by the authorities concerned. The Reserve 
Bank of In lia h iS ot late yeal 5 consid rably trenethen d its bold on th« 
money market, and Government plans are ready for the development of 
schemes of public works, public utility enterprises and social services. Given 
stable political conditions, therefore, there is no reason for banks to feel any 
anxiety over the trend of future ever 

The tabular statement of t) d Banks’ position given below 
reveals the many changes which hav 1ken place in the structure of banking 
deposits sil 1939 ili b hat 1 only has the proportion of 


lemand time liabilities in sed \ consi ibly, but that trom 1944-45, 

is compared with previous years, this liquidity preference shows signs of 
I 

t _ The , lad rr\Ty 4 Lacs ] . . 1s4 a x . ie 

wating. Lhis arises, no aoubt, trom the slowing down of miultary expenditure 


| of the war and from the greater sense of public security now 
that peace is declared. Again, one notes how the rise in total deposits is 


\ j 
1 1 ' 
accentua ; during the year 1942/3, when Japanese aggression Was menacing 
i , and now tix ncreasing it pioyill nt OL Mulltary eio;°rt against tnem 
: 7 - "| ] 7 * - : ~ 4 fc ‘re > + 
continued tne process. i Ne teaay darop in the percentages Of advances and 
discounts to totai hlabillties through the war years las Mainly brought about 
ti large additions to ti UD I Ling ot Government securities. Che 
deci l Laval SiN 1042/3 and the recovery ShOowi) sili then 1s also worthy 
ot note. 
INDIAN SCHEDULED BANKS POSITION 
YEAR ENDING 31ST MARCH 
LUE Crores of Rupees 
1939/40 1940 i [941/42 1942/43 1943/44 1944/45 9/11/45 
of Banks .. ‘ 59 63 59 61 75 $4 go 
Le 1 Liabilities 139 104 211 300 450 554 005 
l [00 104 107 104 [42 194 200 
j 245 20 315 {10 509 778 I 
Bills di 
l i LaV { m > S 
| H I 3 
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to be exported under licence. Articles free to be exported in future include 
chemicals, kapok, cigars, fibres for brushes and brooms and sports goods, 
while licensed articles include some gums and resins, leather manufactures, 
carpets and floor rugs. 

Branch banking in India continues to make good progress. The total 
number of offices of the Scheduled Banks as at June 30, 1945, was 2,715, as 
compared with 2,141 in June 1944 and 1,607 in June 1943. The Governor 
of the Reserve Bank, Sir Chintaman Deshmuk, drew attention to this in his 
recent speech to shareholders at the annual general meeting in August, 
emphasizing, however, the danger of the indiscriminate opening of branches 
by some banks at places already provided with banking facilities, merely 
with the object of competing for deposits by offering high rates of interest. 

In a reference to the applications for increase of capital under Defence 
of India Rule 94a, the Governor stated that, consistently with the criteria 
laid down by the Government of India, the Reserve Bank had endeavoured 
to promote banking development on sound lines. Applications to start 
banks in areas already sufficiently catered for, or for an increase in capital 
by banks whose position appeared unsatisfactory or which were excessively 
over-capitalized already, were not regarded with favour. As a rule recom- 
mendation for permission was made only where it appeared to be in the best 
interests of the shareholders and the depositors of the bank concerned and 
of banking development in general. In this connection, the Banking Bill, 
1945, Which was being exammed by a select Committee of the Legislature, 
has lapsed, but will presumably be re-introduced next session. The Statement 
of objects and reasons to the bill explains that regard must be had to the 
fact that the banking system is likely in the post-war period to be more 
vulnerable by reason of the great expansion, both quantitatively and relatively, 
that has taken place in demand deposits as compared with time deposits during 
the war years. The Bill made provision in/ey alia for a definition of “‘ banking,” 
for the prescription of minimum capital standards, the prohibition of trading 
in goods by banks and for the inspection of the books and accounts of a bank 
by the Keserve Bank when necessary. 

In conclusion, it may be mentioned that India is fully alive to the dangers 
to her own economy oi the over-pricing by toreign producers of the capital 
goods and machinery she so sorely needs to import. Considerable opposition 
vould also develop to any attempt to scale down the large sterling debts 
now owed to India by this country, more especially as the Parliamentary 
Select Committee on british expenditure in India has found that the prices 
charged for supplies to His Majesty’s and Allied Governments during the war 
have not been excessive. 


Chartered Bank of India, Australia & China 


The London office of the above bank has received information that their Alor Star 
(Malay States) branch was re-opened on December 11. 


Chartered Bank of India 
[he Taiping (F.M.S.) branch of this bank was re-opened on December 15. 
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Australian Banking in 1945 


From a Local Correspondent 








N September 7 last, the Rt. Hon. J. B. Chifley, Prim2 Minister and 

freasurer of the Commonwealth, brought down his first peacetime 

Budget. In his introductory remarks he said that 450,000 Australians 
‘ir rehabilitation and tl 


had served overseas, an he speedy repatriation 
of tho till abroad would be one of the first tasks of his Governm>nt, 
Internally, they had to face the task of converting the economy to p2acetime 


purposes, permitting only a gradual diminution in wartime: expenditure. 


The Budget, therefore, had to be accepted as a transition Budg>t. 
Surveving the position, he mentioned that during the six warticn2 years 
ending June 39, 1945, war expenditure totalled £A.2,111 millions out of a total 


expenditure of £\.2,790 millions. Taxation provided £A.718 millions, or 


34 per cent. of the war expenditure, public borrowing £A.1,044 millions, the 
balance coming from central bank credit. Of a population of approxi- 
mately 7,250,000, 3,264,000 had been absorbed either in war work or tn the 
forces by 1945. National incom: had risen from £A.7y5 millions in 1938-39 
to £A.1,256 millions in 1944-45. Non-essential Government works and 
services had | reduced or eliminated in Australia as elsewhere, and the 
proportion of the gross national production absorbed by private consum>tion 
and investment had fallen from 86 per cent. in 1938-39 to 60 per cent. in 


1944-45. This had inevitably led to rapidly increasing money incomes and 
lling pl nd services for private use. The consequent 
surplus had been reduced by the heavy taxation and Government loans, but 
these alone were insufficient to ward off the danger of inflationary price 
increases. Controls were imposed to assist in the orderly diversion of resources 
and in the equitable distribution of goods. 


This, of course, was not all peculiar to Australia, and Mr. Chifley stressed 


that the problem of a high level of incomes, accompanied by a great defici ncy 
of supplies, did not disappear with the cessation of hostilities. The existence 
of excess spending power remained a dominant feature of the post-war perod. 
The expenses of Australia’s forces oversea were a large drain on her resources, 
and, in view of the foregoing and of the transition period during which war 


industries will be diverted to peacetime production, the basic coatrols must 
be retained for the present—particularly price control. However, Mr. 
Chifley stated that the Government had already removed a large number 
of controls and contemplated the removal of others as soon as possible. He 
also surveyed Australia’s external position. During the earlier years of the 
war, Australia’s London balances had caused considerable anxiety. Indeed, 
in 1940 it had becn found necessary to borrow {stg.12 millions from the 
United Kingdom Government to assist in financing external war costs. Later 
the position had eased and this loan had been repaid. In August 1945 
Commonwealth and State 5 per cent. Loans totalling {stg.g4,312,0c0 had 
been converted or repaid. The Commonwealth Bank had _ provided 
{stg.34,312,000 tor the latter purpose. The balance had been converted into 
34 per cent. securities. The annual saving to Australia on this transaction 


ap] 
Ne 


wit 


Th 
an 
an 
be! 
an 
the 
ris 
ye 


TO. 
de’ 


Wa 


Jur 


197 
104 
194 
194 
194 
194 
194 


16 


Tl 


and 
time 
‘ians 
tion 


rime 
ure, 


‘ars 
tal 
, OF 
the 
OXI- 
the 


Q 


= Ww 


-39 
and 
the 
tion 

in 
and 
lent 
but 
rice 


the 
ater 
945 
had 
ded 
into 
tion 








AUSTRALIAN BANKING IN 1945 39 








approximated fstg. 5 millions. In December a further f{stg.14 millions of 
New South Wales 5 per cents. had been converted into a 3 per cent. security. 

Estimates of Governm ntal income and expenditure in 1945/46 compare 
with figures for the two previous years as follows : 














1945/46 1944/45 1943/44 
Estimate Actual Actual 
fA.m fA.m £A.m. 
Exnenditure : 
War—Australia 298 424 488 
Overseas .. ai 62 36 56 
Civil—Social Services (a) 65 39 39 
Other ‘ 86 83 78 
Total Expenditure .. i ‘ 511 582 661 
1945/46 1944/45 1943/44 
Estimate Actual Actual 
fA.m £A.m {A.m. 
Revenue 
Income Taxes (b) j ; ; 178 183 152 
Other Taxes ; aa “ ive 125 121 119 
Other Revenue .. ni ? r 37 39 38 
Total Revenue ; i ans 340 343 309 


a) Actual expenditure from Consolidated Revenue and/or National Welfare Fund. 


(b) tn luding Social Services contribution in 1945/46 


There has been a further expansion in social services in the current year. 
The Government has increased child endowment, ‘nvali 1 and old-age pens sions 
and certain widows’ pensions, and a comprehensive scheme of unemployment 
and sickness benefits has been brought into operation. A pharmx eutical 
benefits scheme is expected to be in operation in January 1946. These health 
and social services impose a new and heavy cost on the Budget. In 1938-39 
the total outlay on social services was {A.17 millions. In 1944-45 it had 
risen to £A.39 millions and is expected to reach £A.65 millions in the current 
year and £A.77 millions in 1946-47. 

The aggregate public debt of the Commonwealth and States at June 30, 

‘ 


1945, was £A.2,784 millions, of which £A.1,778 millions is Commonwealth 


debt. The progressive increase in the debt—almost entirely due to the 


war—is shown in the following table : 


AUSTRALIA—PUBLIC DEBT 





_Redeem ible in Australia Overseas Total Debt 

oe unded Treasury Bills Total ™ —_ 1 - Grand 

June 30 C’ h. States C’wlth. States C’wlth. States C’wlth. States C’wlth. States Total 
{ y m. fAm. fAm. fAm. fAm. fAm. fAm. fAm. fAm. {Am {fA.m. 

1939 218 436 _ 49 218 485 225 519 443 1,004 1,417 
1040 257. 449 -- 45 257 404 227 524 484 1,018 1,502 
194! 318 459 2 46 320 505 242 523 562 1,028 1,590 
1942 448 459 81 45 529 504 242 516 771 1,020 1,791 
1943 636 455 281 39 917 494 242 515 1,159 1,009 2,168 
1944 .. 892 459 407 33 1,299 492 226 507 1,525 999 2,52 
1945 .. 1,112 514 440 _ 1,552 514 226 492 1,778 1,006 2,784 


The legislation regulating the Commercial Banks and re -organizing the 
Commonwealth Bank and wid ‘ning its powers came into e ffect on August 21. 
The Commonwealth Bank becomes in effect the direct instrument of the 
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Government in regulating credit to accord with Government policies. To 
this end the Bank has been given wide powers over the operations of the 
commercial banks—largely a perpetuation of the wartime controls. The 
Australian legislation differs from the Bank of England Bill in that the latter 
gives the Bank a general power to request information and make recom- 
mendations to the banks, while the powers conferred on the Commonwealth 
Bank are detailed and specific. Opinions differ as to which is preferable, 
but the British legislation should enable the Bank of England to meet changing 
commercial and economic trends without recourse to Parliament—whcereas 
in Australia these factors may necessitate recurrent amendments to the 
Bank Act. 

Deposits of the nine trading banks increased from £A.579.7 millions in 
September to £A.585.2 millions in October, while advances increased from 
£A.207.8 millions to £A.209.1 millions. The levels in October were respectively 
£A.33.5 millions higher and {A.7.1 millions lower than in October 1944. 
Special accounts with the Commonwealth Bank in October 1945 were 
£A.224.6 millions, compared with {A.219.6 millions a month earlier and 
£A.185.3. millions a year earlier. Average weekly bank clearings were 
£A.76.7 millions in October 1945, compared with £A.74.9 millions in SeptemDer 
1945, and £A.73.6 millions in October 1944. 

NINE TRADING BANKS 


LIABILITIES AND ASSETS WITHIN AUSTRALIA 
(£A. millions) 





Coin, 
Deposits Bullion, Govern- Special 

Average ies Notes ment Accounts 

of Not and and with Advances 
Weekly Bearing Bearing C’ wlth. Treasury Municipal C’wlth Discounts 
Figures Interest Interest Total Bank Bills Securities sank et 
1939 ++ «121.6 199.9 321.5 33.8 23 22.1 290.7 
1943 260.9 201.2 462.1 38 6 63.8 72.6 102.9 240 4 
1944 319.0 219.5 539.1 40.2 64.3 O1.2 175-7 219.6 
Oct 
1945 «+ 362.5 222.7 555.2 40.1 60.3 110.4 224.6 209.1 


During the war years the United Kingdom bought the entire Australian 
wool clip. With the cessation of hostilities concern was felt at the effect on 
future prices of wool of the large accumulations in store in the United Kingdom. 
U.S.A. and Australia. However, the recent Agreement between the Govern- 
ments most vitally concerned (viz., the United Kingdom, Australia, New 
Zealand and South Africa) is generally accepted as a workmanlike approach 
to the problem. Its main object is to prevent a serious fall in prices while 
the accumulated stocks are being disposed of. During the disposal period 
which might take up to 14 years, the four Governments will decide the general 
level of reserve prices each year below which sales will not be made either 
from stocks or from current clips. Arrangements will be made to buy and 
hold any wool of current clips which does not find commercial buyers at the 
reserve prices or better, and to sell at appropriate prices wool now in stock 
and wool bought during the operation of the plan. 

The wartime system of appraisement and acquisition in Australia will 
continue for the 1945-46 season without any change in conditions or in the 
price of 15.45d. Australian per Ib. When the auction system can be fully 
re-established, a general reserve price will be fixed, which will then be applied, 
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hy a system of appraisements, to each lot of wool before its submission for 
auction. If the best price offered at auction by a commercial bidder is less 
than the reserve price, the wool will be bought at the reserve price by the 
joint Organization. If the auction price exceeds the reserve price, the grower 
will get the benefit of the market. Growers will pay a contributory charge 
towards the costs of operation of the scheme. 

The Australian Government will assume half ownership in the Australian- 
grown wool at present owned by the British Government and the two Govern- 
ments will share equally in finar icing all further purchases of wool during 
the operation of the plan. They will also share equally profits or losses on 
disposal of Australian grown wool. Australia’s initial capital investment 
will be £40 millions sterling, to be provided over a period of four years. 

Timely rains in September and October have changed the outlook for 
primary production and dispelled fears of a repetition of the drought con- 
ditions of the two previous years. These had caused a loss of sheep in the 
neighbourhood of 20 millions and a fall in the wheat production from 167 
million bushels in 1941/42 to 52 million bushels last season. Australia will 
be in a position not only to continue its wartime food supplies to Britain, 
but to increase them. The sudden termination of Lease-Lend came as a 
profound shock to the community and the ordinary citizens are combining 
in every State to despatch food parcels to the mother country. The British 
Navy has been overwhelmed with hospitality while in Australian waters 
and as the various units depart on their homeward trips, they are laden to 
capacity with the pitts of foodstuffs—and, we hope, taking with them an 
assurance of the sympathy and loyalty of their Australian fellows. 





South African Banking, and Finance 
By H. Reynolds 


‘HE Union of South Africa finds herself at the end of the war with a con- 
siderably improved financial position and a greatly strengthened banking 
structure. Ample funds are available to meet all likely needs for re- 
conversion purposes. Any tendency towards inflation is being kept in check 
by the existing controls, but as the Finance Minister, Mr. Hofmeyr, stated 
ecently, South Africa has not been so successful in combating inflation as 
ome other countries. - said that the scaling down of taxes could not be 
rapid in the Union as elsew yhere 
The present weight of money is due principally to the heavy accumulation 
old and exchange reserves and not to the active creation of bank credit. 
[he greater part of the increase in the total of current accounts with the 
commercial banks resulted not from creation of credit by those banks, but 
from the crcation of credit by the Reserve Bank through its purchases of the 
pro —— of the gold mines. For this reason, the new Governor of the Reserve 
Bank, Dr. M. H. de Kock, is quite confident that inflation will not be permitted 
to rear its ugly head in South Africa. Additionally, there are wide powers 
of control in the hands of the Government. 
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The greater part of the idle funds lying in the banks can be expected to 
find ready outlets as “ transition”’ gets under way. It is known that the 
Government is anxious to relieve the nation from its dominant dependence 
upon gold mining and to encourage the development of other industries. 
When, therefore, labour and materials are in freer supply, the banks will 
be relied upon to help in financing many new projects. Their ability to do 
so is evident, as is shown by the following table, supplied by the Standard 
Bank of South Africa, giving the principal figures of the commercial banks 
of the Union as at June 30 last : 


COMMERCIAL BANKS: COMBINED BALANCE SHEETS 


As AT JUNE 30, 1945 


In the Outside 
ASSETS Union the Union 
£ £ 
Coin and Bullion 1,400,415 2,230,957 
Notes of South African Reserve Bank 4,595,715 722,301 
Notes of other Banks. o 42,248 6,738,592 
Balances in South Afric an Re: serve Bank es 153,883,108 _- 
Balances due by other Banks 1,289,519 29,900,944 
Money at Call and Short Notice — 15,275,000 
Investments 79,245,259 152,707,411 
Advances 45,486,373 16,447,052 
Other Assets .. P 6,562,426 3,798,646 
Balances due by Head ‘Office and Branches 5.135.548 


Totals 


3,104,300 





{298,000,611 





£230,931,203 





In the Outside 
LIABILITIES Union the Union 
{ £ 
Capital and Reserve Fund 9,943,202 7,123,258 
Notes in Circulation -— 1,266,825 
Deposits 
Fixed 30,456,679 31,491,021 
Other , 246,897,849 166,434,034 
Balances due to other - Banks 2,893,570 8,984,589 
a South African Reserve Bank — —_ 
Bills Payable 282,643 1,422,188 
Other Liabilities ; 1,351,624 14,334,326 
Balances due to Head Office ‘and Branches _ — 
Totals via £297,825,573 £231,106,241 





Since these figures were issued, deposits have continued to rise, as have 
advances. 

Similarly, the Reserve Bank figures have shown an all-round expansion, 
as is indicated in the table below. The note circulation has reached a new 
high record, and deposits by bankers have risen sharply. Gold holdings 
have likewise shown a considerable increase. It will also be noticed that 
since the end of the war, the item “‘ Foreign Bills Discounted,” which consists 
of British Treasury bills, shows a moderate reduction. The Reserve Bank’s 
right to issue notes was due to expire on December 31, 1945, but, following 
the successful emergence of the Bank from its “ trial period,”’ this limitation 
was removed by an Act passed last year. 
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SOUTH AFRICAN RESERVE BANK 


End- End- End- 

September March March 

1945 1945 , 1944 

Liabilities £ 
Capital .. ; n Pw 1,000,000 1,000,000 1,000,000 
Reserve Fund .. 5 1,048,516 1,048,516 1,000,000 
Notes in Circulation .. 65,672,780 60,221,842 51,169,010 
Deposits : 

Government 7,077,219 22,358,300 13,120,757 
3ankers 167,012,522 139,717,574 124,804,478 

Other lk aa ea 6,310,869 5,966,686 4,391,180 

Other Liabilities re ea 2,780,458 1,852,391 2,065,916 
Assets 

Gold Coin and Bullion 113,778,561 102,936,420 88,348,770 

Subsidiary Coin 272,686 301,434 226,125 

Bills discounted : 

Foreign ac a 28,758,308 32,366,019 22,531,153 
Loans and Advances .. 3,814,262 4,005,308 1,839,946 
Investments 2,386,888 2,723,542 9,469,968 
Other Assets 101,891,660 89,962,831 75,143,214 


Barclays Overseas Development 
Corporation 


N recent years, the Colonial policy of this country has been the subject 
ie criticism, much of which has been misleading and unfair. At the same 

time, however, many opportunities have been missed and blunders made, 
and it is not untrue to say that the financing of the development of our Colonial 
Empire has not hitherto been all that it might have been. Quite recently, 
signs have been increasing that recognition of our responsibilities is being put 
into practical form. The Government has itself issued documents of con- 
siderable moment, the one putting forward for information as a basis of 
discussion “‘ proposals for cutting a constitutional path through the adminis- 
trative tangle which has grown up in East Africa,” and the other a circular 
despatched to the Governors of all British Colonies, which completes a stage 
in the evolution of the Colonial Development and Welfare Fund, first established 
in 1940. Earlier this year, of course, the resources of this Fund were increased 
to {120,000,000 and it was prolonged by ten years. This step has now been 
carried further by a statement of the principles which are to govern the 
allocation of grants and their integration with locally planned policies of 
betterment. 

Of even greater interest to the City is the news that Barclays Bank (D.C. 
& O.), which has far-flung connections in our colonial territories, has decided 
to provide practical means by which it can make a valuable contribution to 
the cause of Colonial development without departing from sound banking 
principles. In order to do this, a new company is to be formed with the 
title of “ Barclays Overseas Development Corporation Limited” and an 
authorized capital of £5,000,000, of which {1,000,000 will be issued in 100,000 
“A” shares of {10 each. These shares will be paid for by Barclays Bank 
(D.C. & O.) and allotted to the bank and/or its nominees at a premium of 
50 per cent. This enables the Corporation to commence business with a 
reserve fund of £500,000. The Capital Issues Committee has given its approval 
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and the project has the blessing of the Government and the Colonial Office. 

The Corporation will have a separate board of directors, of whom the 
Hon. Geoffrey C. Gibbs, C.M.G., Mr. J. S. Crossley and Sir Bernard H. 
Bourdillon, G.C.M.G., K.B.E., are already members of the board of the bank. 
The other members will be Mr. E. O. Holde n, joint general manager of Barclays 
D.C. & O.), and Mr. G. M. Garro-Jones. The Corporation will take wide 
powers under which to operate and, for the furtherance of its aims, may 
borrow or raise funds as required from other institutions or from the public. 

It is understood that this development has been under consideration 
for some considerable time and that, for the time being, it is intended to 
carry on with the resources at the disposal of the founder bank. Although 
the Corporation will work principally through the numerous branches of 
Barclays (D.C. & O.), there is no question of, so to speak, adopting the “ closed 
shop.” In fact, the granting of financial assistance will not be conditional 
upon the transfer of the relative banking business to Barclays Bank (D.C. & O.). 

By reason of the nature of its activities in a field of finance hitherto in- 
adequately covered, the work of the Corporation should become of increasing 
interest and importance. And given the specialized and distinctive character 
of its business, there should be no question of competition either with Barclays 
3ank (D.C. & QO.) or with other commercial banking institutions. In fact, 
it is confidently expected that the Corporation will be of ultimate benefit to 
all, by reason of the stimulus which it should give to local enterprise and 
development. The policy of the Corporation will be to develop its business 
gradually on lines likely to promote the economic well-being of the various 
communities, and it will welcome any suitable opportunities which may arise 
to co-operate with the appropriate Government Departments. 

Nothing could be more appropriate, of course, than that Barclays Bank 
(Dominion, Colonial and Overseas) should be the picneer in this new field 
of enterprise. This institution was originally formed twenty years ago through 
the amalgamation of the Colonial Bank—which was itself the pioneer of colonial 
banking—the National Bank of South Africa and the Anglo-E-gyptian Bank. 
From modest beginnings it has grown to such an extent that its total of 
deposits, at over £320,C09,000, is now larger than were the aggregate deposits 
of its lusty parent—-Barclays Bank—twenty years ago. It has spread its 
network until it has now some 500 branches in more than two dozen different 
countries, which include the Union of South Africa, Northern and Southern 
Rhodesia, Tanganyika, Uganda, Egypt, Palestine, Anglo-Egyptian Sudan, 
Gold Coast, Nigeria, Kenya, Jamaica and the Barbados. It can be said, 
therefore, to have its fingers on the pulse of industry and trade in many parts 
of the Colonial Empire, and it is well placed indeed to use its resources in 
the wide field which will still be uncovered by the Colonial Development Funds. 

[he new Corporation does not provide a complete parallel with the two 
special finance Corporations formed here in 1944, but in its own sphere it may 
well carry out some of the functions that would fall to the smaller of the 
two concerns in this country. It is the intention of the management to follow 
prudent commercial practice, and while it is fully mindful of the hazards 
involved it is not without confidence in the future of the undertaking. This is 
. venture which merits the whole-hearted approval and support, not only of 
the shareholders of Barclays Bank (D.C. & O.), but of Great Britain and 
the Colonial Empire. It is private enterprise at its best. 
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Banking in Liberated Countries 


HE principal factor in the banking situation in liberated countries during 
T2945 was the inflation inherited from German occupation, accentuated 

by the budgetary deficits that in the circumstances were, to a large 
extent, inevitable. Bank deposits became swollen everywhere. Owing to 
lack of raw materials, transport, or machinery, industries have not been 
able to come into their full stride, even though some progress has been made 
towards reconstruction. In the absence of full industrial activity, and owing 
to the fact that most firms have converted their stocks of goods into cash, 
demand for commercial credit facilities is still abnormally low, and the main 
occupation of most banks is still to act as intermediaries between depositors 
and Treasuries. 

Foreign exchange activity remained strictly controlled, and banks of 
standing derived no profit from the large turnover in gold and currencies in 
the black markets. On the other hand, there was a fair amount of Stock 
Exchange activity. Notwithstanding difficulties of postal communications, 
progress has been made by Western °E uropean banks towards restoring pre- 
war relations with banks in London and New York, but banks in countries 
in the Russian zone remained completely isolated from their former corre- 
spondents on this side of the zone. There were marked differences between 
conditions in Western and Eastern Europe in other respects also. Inflation, 
which has been kept in check to a reasonable degree in Western Europe, 
reached an advanced stage in the countries under Russ‘an occupation and 
also in Greece. In these countries banking conditions are under the influence 
of non-stop currency deprecia tion, characterized by the endeavour of the 
public to convert its cash into objects with intrinsic value. 

[In a number of countei s, drastic currency reforms have been carried 
through, in order to mop up the note issue inflated during the German occupa- 
tion, or, at any rate, to gain a better control over the note circulation by 
exchanging the old notes for new. Th?. latter solution was adopted in France 
with conspicuous success. The notes were exchanged franc for franc. Never- 
theless, the result was a sharp reduction in the active note circulation, owing 
to the fact that the operation resulted in a marked decline of note hoarding. 
This was because, in order to effect the exchange, it was necessary to pay 
in the hoarded notes into banking accounts. Once they were paid in, many 
people did not withdraw the new notes. The explanation is that hoarding 
in France was largely the result of a desire to hide wealth from the authorities, 
whether for fiscal or other reasons. Any large amounts of new notes with- 
drawn from the banks after the exchange could be easily traced, and, therefore, 
there was no object in re-hoarding the notes. The result was a marked 
increase in French bank deposits. To some extent this change had a beneficial 
effect on prices, in that it tended to discourage black market operations, owing 
to the fear that they might be tracked down. In succeeding months, however, 
sufficient francs have been gradually withdrawn, or earned through fresh 
inflation due to the budgetary deficit, to restore the old state of affairs. The 
black markets play a very important réle in French economy. France has 
two price levels, one official and one unofficial, and the latter is in many 
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respects more important. The banks of standing confine themselves to 
financing legitimate operations, and for this reason, among others, they are 
unable to employ a large proportion of their resources in commercial 
transactions. 

Belgium is one of the few hopeful spots among liberated countries. After 
the drastic and painful operation of the blocking of bank balances, affected 
immediately after liberation in 1944, the note issue has expanded once again, 
but not to an excessive degree. Owing to the extensive use of Antwerp by 
American troops, and to the expenditure of British troops in the country, 
Belgium has succeeded in accumulating a large foreign exchange reserve in 
the course of a brief period. Economic conditions have greatly improved 
during 1945, and banks were able to resume normal business to a much larger 
degree than in any other liberated country. 

The Netherlands were less fortunately placed, owing to the vast damage 
suffered through inundations during the concluding stages of the hostilities, 
and to the delay in the liberation of the country, delay ‘which inflicted grave 
hardships on the population and provided Germany with ample opportunity 
for eleventh-hour looting. However, thanks to the industry and organizing 
capacity of the Dutch people, and also to the external resources represented 
by the Dutch gold reserve in the United States and by the earnings from the 
Dutch West Indies, progress has been made towards a return to normal 
conditions. The currency reform has helped in that direction, and Dutch 
banks are gradually resuming their peacetime activities. The liberation of 
the Dutch East Indies came too late in the year for Holland to derive any 
immediate economic benefit from it, but constitutes an important potential 
factor in the Dutch banking situation. 

The liberated Scandinavian countries suffered relatively less through 
the hostilities than France and the Low Countries. Nor is inflation so advanced 
either in Norway or in Denmark. Moreover, the comparatively satisfactory 
supply position helps to keep prices in check. Danish and Norwegian banks 
have been able, therefore, to make good progress towards resuming their 
normal part i the economies of their respective countries. 

Among countries outside the Russian zone, Greece presents the least 
satisfactory picture. Even though the non-stop inflation was temporarily 
checked by the currency reform of 1944, it has been impossible to maintain 
stability. The price of gold and foreign currencies has risen considerably 
beyond the official limit. Although the new drachma notes are the official 
currency, the sovereign is, to a large extent, the standard of value. Business 
deals are concluded in sovereigns, and even though actual payment is made 
in drachmez, in wheat or in olive oil, the amount payable is calculated on the 
current value of sovereigns. In the circumstances, the main occupation 
of the banks—at any rate the smaller among them—is money-changing, as 
the turnover in gold and foreign notes is very large, and margins of profit 
are apt to be wide. 

Among the Russian-occupied countries, inflation has reached a very 
advanced stage in Poland, Roumania and Hungary. Banking conditions are 
also affected by the uncertainty of the political outlook. The possibility 
of the conversion of these countries into Communist Republics is ever present 
in the minds of business people, and while it does not prevent them from 
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making quick turns, it does discourage long-term investment. There is much 
day-to-day business activity, but most of those concerned have ample cash 
resources. The dependence of industry and commerce on banks, which 
was a conspicuous feature of the economic system in Hungary and Roumania 
before the war, has become materially reduced. 


The banking situation in the liberated countries of the Far East is affected 
by a totally different set of factors from that applying to the liberated countries 
in Europe. There, the currency inflation caused by the issue of military 
notes by the Japanese occupation authorities was dealt with very drastically 
through a virtual repudiation of these notes by the British and Allied Adminis- 
trations. The object of this policy is partly to discredit the Japanese, partly 
to penalize collaborators, and partly to liquidate with one stroke the monetary 
burden inherited from the invader. Hardships arising from the Draconian 
measure is mitigated by relief measures for the benefit of the poor classes. 
As and when economic activity has been resumed, and also thanks to the 
expenditure of the liberating troops, a sufficient volume of purchasing power 
has found its way into circulation to offset the deflationary effects of the 
repudiation of Japanese notes. The Japanese banks operating in the so-called 
“ co-prosperity sphere ” were closed down, while the Allied banks gradually 
resumed business. 


Economic Sanctions 
By K. Alexandrowicz 


N the July issue of THe BANKER* it was shown that, in order to secure 

the observance of certain rules of conduct by member countries, the two 

organizations to be set up under the Bretton Woods plan would ultimately 
depend on the application of certain economic sanctions that would provide 
the elements of a new discipline of international law. If a member country 
were to change the par value of its currency despite an objection by the 
Monetary Fund, for example, that member would, as a rule, become ineligible 
to use the resources of the Fund ; and this would deprive the country of the 
opportunity to avail itself of the Fund’s facilities in order to adjust its balance 
of payments. This exclusion of a member country from the Fund would repre- 
sent an economic sanction that in some circumstances might even be tanta- 
mount to economic isolation. 


In the absence of an actual private international law observed by all 
countries, the Fund thus has other sanctions at its disposal to enforce observ- 
ance of the rules of conduct laid down in its constitution and agreed upon 
by the signatories. Many other international organizations will perforce 
depend on the same sort of economic pressure, the most significant feature 
of which is its multilateral character, which gives all nations a choice of 
collaboration or isolation. In principle, the latter threat should affect not 








* The Legal Aspect of Bretton Woods, by K. Alexandrowicz. 
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only debtor countries but also creditor countries, which ought also to observe 
certain rules of conduct and are equally dependent on good relations with 
the outside world. It is up to creditor countries to recognize this fact, and 
to debtor countries not to abuse the help they are given. 


So far as the Monetary Fund is concerned, these sanctions based on multi- 
lateral relations may be applied in two distinct stages: first, the debarring 
of the offending member from the resources of the Fund, and, secondly, the 
compulsory withdrawal of membership of the Fund if the member country 
does not fulfil its obligations under Article XXV, Section 2. The procedure 
laid down under the latter article indicates that the enforcement of these 
sanctions would take the form of a quasi-legal procedure. Any member 
failing to comply with its obligations must be informed in reasonable time 
of the complaint against it, and be given an adequate opportunity of stating 
its case both orally and in writing. Any disagreement arising between the 
Fund and a withdrawing member involving post-membership obligations 
(for example, the redemption of such a member’s currency) is to be submitted 
to a tribunal of three arbitrators, one appointed by the Fund and another 
by the members, with an umpire who, unless the parties otherwise agree, is 
to be appointed by the President of the Permanent Court of International 
Justice. 

Membership and. post-membership obligations are even more definite in 
the case of the International Reconstruction Bank. Article VI, Section 4 
of the Agreement relating to the bank provides that, if a “ Government ’ 
ceases to be a member (the expression “country” should be used rather 
than ‘“‘ Government,” since a Government is not a legal person), it remains 
liable for its direct obligations and its contingent liabilities to the bank, so 
long as any part of the loans and guarantees contracted before it ceased 
to be a member are outstanding. This is a consequence of collective obligations 
undertaken by all members of the Bank during their membership. Failure 
to fulfil them causes suspension of membership as in the case of the Monetary 
Fund. Suspension is automatically followed after one year by withdrawal 
of a recalcitrant member from the Bank. But a member country can be 
deprived of membership in the Bank and nevertheless remain member of the 
Fund. That would mean further monetary collaboration without the help 
of investment loans granted by the Bank to members. But the reverse is 
impossible. Cessation of membership in the Fund causes automatical with- 
drawal from the membership of the Bank after three months. In case of 
disagreement between the Bank and the withdrawing member as to liquida- 
tion of their mutual relations, an arbitration may take place, as in the case 
of the Fund. 


Regarding the sanctions of suspension or cessation of membership, one 
point should be mentioned geraer Article II, Section 5 of the Bank 
agreement provides that the Bank shall make arranger ments to ensure that 
the proceeds of any loan are used onby for the purposes for which the loan 
was granted, with due attention to considerations of economy and efficiency, 
but without regard to political or other non-economic influence or con- 
siderations. As all loans are either guaranteed, participated in or made by 
the Bank, this means a collective supervision over their use. 


Sa ceeeeeadieeieiehaeniie tebe iaadiemeatenearl 


ve 


id 


ECONOMIC SANCTIONS 49 


Should one of the member-countries become the dominating power in 
both organizations, it might apply pressure in world economy tending to further 
its own aims and purposes. We should then have to deal with two pseudo- 
multilateral organizations which would not be conducive to international 
stability. But “the example given by other economic international organiza- 
tions does not justify this fear. Such newly-formed bodies at the European 
Inland Transport Organization, the European Coal Organization, and the 
Emergency Economic Committee for Europe are all examples of a new start 
in constructive international collaboration. There may be in future a tendency 
to merge all these organizations in the social and economic council of the 
United Nations Organization to promote co-ordinated international action. 
But will this represent a threat to the truly multilateral character of the 
international community ? Even admitting the mistakes made by the 
League of Nations, the answer is certainly in the negative. The League of 
Nations failed to apply non-political sanctions, but sought to rely upon 
political sanctions which became at last illusory. If one compares the sanctions 
available to future economic organizations, particularly those of the Bretton 
Woods bodies, with the sanctions at the disposal of the paramount United 
Nations Organization, one must come to the conclusion that these can supple- 
ment each other usefully. Economic sanctions may sometimes be more 
efficient than political sanctions. The security council certainly has strong 
means at its disposal to enforce its views, but such action should clearly be 
applied only in the last resort. “ Haec facienda, illa non ommittenda.” All 
international economic organizations, working on the basis of collective 
help and multilateral economic sanctions, should find their proper place beside 
the social and economic council forming part of the United Nations Organiza- 
tion. But it must be emphasized that the whole problem of world economy 
requires rather the creation of a special economic council, not merely an a; gency 
within the existing Council, which is concerned with too many problems of 
widely-varying natures. Once the proper collaboration between the economic 
agency of the council and other economic organizations is established; this 
agency should become the paramount economic body concerned with the 
organization of world economy. 


Bodegas & Offices: 
Calle José Moreno de Mora 5/7 


Puerto de Santa Maria, Spain 
and 56 Palace Road, East Molesey, Surrey. 
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The Regions of Germany, by Robert E. Dickinson, M.A., Ph.D. (Kegan 
Paul, price ros. 6d.). Writing about the control of Germany, THE BANKER 
observed in the September issue: ‘‘Dismemberment is not to be carried to 
the point of destroying Germany altogether as a political unit, though it 
remains to be seen what kind of economic system will remain to the Rump 
Germany after the loss of various territories in the East and West.” Dr. 
Dickinson’s study should be of great assistance when the time will have 
arrived to lay the foundation for a sound and stable revival of economic and 
social life in Germany—on whatever restricted basis. For he has provided 
us, after dealing in an introduction and two preliminary chapters with some 
general aspects of Germany’s economic geography, with a detailed description 
of the characteristics of the various German “ regions,” by which is to be 
understood a geographical unit of economic and social activity and organiza- 
tion. Such a region, therefore, embraces ‘“‘ the complex and closely woven 
fabric of intercourse by which are effected the transfer of goods, and the 
distribution of services, news, and ideas, the very bases of society.’’ From 
this conception, it follows that the author has chosen a wide scope for his 
study and by no means confined himself to the narrower field of purely 
geographical and economic factors. With this aim in mind he sketches the 
structure of eight of such regions, those of Rhineland—Westphalia, Lower 
Saxony, the Lower Elbe and Weser (Hamburg and Bremen in particular), 
Southern Germany (Rhine—Main, South-West, Bavaria), Central Germany, 
the Baltic Provinces, Brandenburg-Berlin and Silesia. The regional 
differentiations which Dr. Dickinson distinguishes are related to the physical 
character of the land ; the politico-cultural units in the State, formed through 
the geographical association of peoples in history ; the present distribution 
of population, as giving the fullest indication of present regional differentiations 
as between agriculture, industry and commerce. In many respects his treatise 
resembles that of Mr. M. Fogarty on the Industrial Areas of Great Britain 
just published. Indeed, the difficulties noted in that volume in the way of 
securing a right balance of industries by a mere regional survey are even 
more applicable to Mr. Dickinson’s field of enquiry. The main groups of 
German industry considered are the iron, steel and non-ferrous metal industries, 
which employed over a quarter of the total occupied population, the textile 
and clothing industries, which employed about one-fifth, and mining, quarrying 
and the food and drink industries which employed another quarter. One- 
third of the total occupied persons are in industries that are specially localized 
in particular areas, either because of an early historical development or of 
the bulky material they handle. The location of the raw material is in many 
cases all-important. Here, then, there is some traditional integration and 
concentration. This also relates to that most imposing and rnore recent 
production of lignite or brown coal, the output of which equalled that of 
bituminous coal in 1937 (though not in heat value). In the words of the 
author, this has been responsible for “‘ a new industrial revolution in Germany, 
the importance of which does not seem to be properly appreciated in this 
country.’’ Other industries are not markedly localized but are widely dis- 
tributed in relation to the distribution of the population. On the one hand, 
therefore, there is a quite natural dependence of all German regions on some 
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dominant regions, but, on the other hand, there is a wide interlocking of 
economic relations over the whole of Germany without any particular traits 
of predominance. This is also reflected in some interesting figures which the 
author gives for the six traffic districts of south-west Germany, showing that 
in some of them the percentage of the traffic with the Reich amounts to as 
much as 50 to 75 percent. If Germany’s material, productive and distributive 
conditions are to be reconstructed on lines of sensible economics the previous 
close interlockings must be properly assessed. There may be many districts 
which have been fostered by artificial means. Corn growing in the Baltic 
belt is a case in point, and it might have been useful to remind the reader of 
this fact. The economic structure of the remainder of Germany will be 
healthier for the loss of some of these provinces, even if much more corn has 
to be imported. The author has also omitted to deal with the effect of 
financial transactions related to industry and sponsored by cartels, trusts 
and dominant concerns, before and after Hitler. In many cases these have 
led to a further interlocking of regional interests, but also sometimes restricted 
previous local development and interferred with it for no other motive than 
to strengthen monopoly. It is in respect to problems such as these that 
Dr. Dickinson’s book does not give the final answers required for a future 
reconstruction of Germany; but this does not reduce its very real value as 
a guide to the geographic and demographic characteristics of the regions of 
Germany. HERMANN Levy. 


[he Bills of Exchange Act, 1882 and Negotiable Instruments 


Generally. By Maurice Me grah, M.Com. (Lond.), Barrister-at-Law, Secretary 
of the Institute of Bankers “(Pi itman, 8s. 6d. net). The first edition of this 
students’ text book appeared in 1929, the second edition in 1941 and now 
appears this fourth edition. It was originally written specially to cater 
for candidates taking Law and Practice of Banking in Part 1 of the examina- 
tions of the Institute of Bankers. Mr. Megragh had then been for some 
time a popular lecturer at evening classes run for that purpose. He has 
now extended it to cover the two new examinations of the Institute, the 
Banking Diploma and the Trustee Diploma examinations, which include 
as one of their subjects the Law and Practice relating to Negotiable Instru- 
ments. This has been done by adding an introductory chapter on negotiable 
instruments generally. 

in large part the book consists of a description in everyday language 
of the meaning of the various terms and sections of the Bills of Exc hange 
Act, 1882, the Bills of Exchange (Crossed Cheques) Act, 1906, the Bills of 
Exchange (Time of Noting) Act, 1917, and the latest statute amending the 
Act of 1882, the Bills of Exchange (1882) Amendment Act, 1932. As there 
has been no new legislation either in regard to negotiable instruments or 
stamping since the last edition in 1941, the main portion of the book has 
needed little revision. The book takes the form of a dissertation under 
various chapters of the main features of negotiable instruments, definitions, 
forms, types and parties, forged and unauthorized signatures, etc., quoting 
sections of the Acts to explain the context, whereas the arrangement in most 
books designed as reference books for practitioners is to set out the Act with 
numerous references to the law reports. The last chapter deals with the 
stamping of bills of exchange, cheques, promissory notes, protests and kindred 
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instruments. 

When the book first appeared in 1929 the price net was 6s. In view of 
the increased cost of printing and paper and the additional length of the 
book, the publishers are to be congratulated on being able to publish it at 
8s. 6d., which should still be within the limit of the means of most banking 
students. That the book has already gone through four editions in com- 
petition with numerous text books on the same subject, some issued by the 
same publishers, is in itself sufficient evidence of its popularity and usefulness. 

The book is not claimed to be one suitable for legal practitioners—for 
that matter it contains only 36 references to decided cases— and, as the learned 
author confesses in the preface, cannot altogether avoid ‘‘ The weakness 
commonly found in elementary treatises, in whic h brevity and simple language 
are the twin objectives: inaccuracy is an inevitable companion.” The 
ideal textbook designed for examination purposes, however, should have 
the quality of lucidity and cover all the “ hardy perennial ’’ questions likely 
to be asked in the examination it is intended to cover. Success in producing 
such a book largely depends upon the author being closely familiar with the 
particular examination syllabus; and I know of no one who is in a better 
position to appreciate the character and extent of the examinations of the 
institute of Bankers than their own secretary.” L. Le M. MINTY. 
Prospects of the Industrial Areas of Great Britain, M. P. Fogarty 
(Nuffield College, 32s. net.). A survey based principally upon some fifty 
re ‘gional reports submitted to the Government between 1941 and 1943. The 
book thus contains a vast quantity of factual information about the differen 
parts of our economic system and is quite invaluable as a work of reference. 
Unfortunately, its value is impaired by the extreme belief in planning which 
undertakes the interpretation of the date and the suggested policies. In 
his introduction, for ‘example, Mr. G. D. H. Cole would seek to extend to 
the country as a whole the measures to influence location accepted 
appropriate in relation to the special case of the development areas. Em- 
ployers ‘‘ cannot be allowed to escape all regulation merely by going to a 

neutral’ area.’’ It is complained that the White Paper on employmen 


policy does not suggest intervention to secure the “right ’’ balance of in-. 


dustries within “each town or district within each region,” and so forth. 
However, for those who are prepared to study the facts and i ignore the economic 
philosophy of the compilers, the survey is of great value and fills a large gap. 


Che British Balance of Payments Problem, by Arthur I. Bloomfield, 
Federal Reserve Bank of New York (Princeton University). An informed 
and sympathetic review of our external problems which recognizes that 

3ritain’s over-all deficit in the transition period will have to be financed 
predominantly by direct aid from foreign countries.’’ The author concludes 
that this aid must take the form of a loan, “since outright American gifts to 
britain (for which a reasonably good case could be mé ide out) seem politically 
out of the question.’’ It is recognized also that the possibility of our achieving 
equilibrium without the aid of discriminatory devices depends on redtiction 
of tariffs and maintenance of prosperity by the United States. 


Bretton Woods by the United Nations Information Organization (H.M. 
Stationery Office, price 6d.). A timely pamphlet setting out in simple language 
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the story of the International Monetary Conferenc> and how the two Bretton 


as a Woods organizations will operate. 
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5 North of Scotland Intelligence Dept. 

oT An intelligence department is to be established at the Head Office of 
d ” North of Scotland Bank in Aberdeen, under the management of Mr. 
3s >. J. Shimmins. Mr. Shimmins is well known to our readers as a writer on 
ef | soiiae subjects. He entered the bank in 1924 and was appointed accountant 
e | at Edu iburgh in May 1939, but for the past eighteen months has been engaged 
ef on special “duties < at Head Office. The new Department will concentrate 
y more particularly on Scottish affairs and will have the advantage of continuous 
§ working liaison with the Intelligence Department of the Midland Bank. 

ie Senne RNS 

. | Mr. H. V. Berry 


The London Discount. Market will lose one of its most popular personalities 
— the retirement, at the age of 54, of Mr. H. V. Berry, assistant manager 
| of the Union Discount Company. Mr. Berry joined the Company in 1925 
y | as head of the foreign business, and became Assistant Manager five years 
later. He wasa Scholar of Caius College, Cambridge, and served in the last 
war in the Somerset Light Infantry and Intelligence Corps. During the 
occupation of Germany after the last war, he spent six years in the Control 
Commission. 
| 


Canadian Bank of Commerce.—Mr. E. C. Fox has been elected a vice- 
president in addition to those already holding that office. 
Lloyds Bank—The Rt. Hon. Viscount Ridley, C.B.E., of Blagdon, Seaton 


, Burn, Northumberland, has been elected to a seat on the board. Mr. Sydney 
t Parkes, C.B.E., chief general manager, retired from executive duties at the 
Sa end of 1945, after more than fifty-one years’ service, but will continue as 
a director of the bank. Mr. E. Whitley- Jones and Mr. A. H. Ensor (formerly 


deputy chief general managers) have been appointed chief general managers 
to succeed Mr. Parkes. 

: Martins Bank—Wéigton Mr. J. H. Ritchie, from Penrith, has been 
appointed manager in succession to Mr. J. H. Addison, who has retired after 


. fifty years’ service. Mr. R. P. Johnston has been appointed assistant manager 
nf National Bank of Scotland—Newton Stewart : Mr. David McConchie, 
‘ agent, has retired and is succeeded by Mr. Jan 1es Andrew Muir, of the Stirling 
. branch staff. Ailmarnock: Mr. 4 A. S. Piingle, accountant, Motherwell 
A branch, has been promoted accountant at Kilmarnock. 

‘ » 1 7 ’ 1 , . ? ° : . 

» | Royal Bank of Canada—Mr. Sydney G. Dobson, general manager since 


1934, has been appointed executive vice-president. Mr. Burnham L. Mitchell 
ssistant general manager since 1935, has been appointed director and vice- 

president. Mr. James Muir, who becomes general manager, joined the bank 
in 1g12 and has been assistant general manager for the past ten years. 
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Banking Statistics 


National Savings 
(£ millions) 


(1) Small Savings by Quarters 


Savings Defence Savings 
Certificates Bonds Banks Total 
(net) (net) (net) Small 
1941 III “ i en 38.8 32.6 51.4 122.8 
IV ee ch wa 49.2 36.5 51.0 136.7 
1942 I bi a “a 75.8 55-7 65.8 197.3 
II aa i oo 47.8 32.8 55.6 136.2 
III oi ee - 44.7 21.9 59.5 124.1 
IV “ ns 7” 45-7 23.6 57-2 126.5 
1943 =I aca , “ee 70.7 32.8 87.3 190.8 
II wa és he 108.1 50.1 85.0 243.2 
III i “iy - 47.8 19.2 61.3 128.3 
IV ia ee - 42.9 18.7 23.3 132.7 
1944 I - - es 55-4 20.8 98.0 174.2 
II - ii ar 97-5 54-4 92.6 244.5 
III ‘ia i - 45-5 18.5 71.9 135.9 
IV ‘rm - wi 32.4 18.3 69.6 120.3 
1945 I ud wd - 45-6 20.1 103.4 169.1 
II és aa . 28.6 18.9 71.5 119.0 
Ill ia - we 13.7 24.6 99.7 138.0 
October ae ey a 19.4 30.5 33.6 89.5 
November... - a 16.4 2.5 30.2 79.1 
(1) Large Savings by Quarters 
National Interest 
War Savings free Total 
Bonds Bonds Loans Large 
1941 III aca ei ia 143-4 103.1 1.4 247.9 
IV - ‘a a 175.6 121.0 6.4 303.0 
1942 I re i te 203.8 223.7 3.9 431.4 
II ‘ed sii bia 62.8 94-9 1.9 159.6 
III “ss a — 140.4 105.8 1.8 248.0 
IV “<n ay = 153.0 77.6 2.5 233-1 
1943 I iia ar aa 178.7 178.4 S.4 359.5 
II at ia Ks 209.7 153.1 2.3 364.9 
III ‘ca ar aa 159.3 88.4. 1.4 249.1 
IV wa ‘a a 130.6 66.6 2.3 200.4 
1944 I aa ius ie 292.3 92.1 2.9 267.1 
II <i se ‘ 224.0 158.9 3.3 386.1 
III sa — ae 94.3 71.2 -9 166.4 
IV a e3 ‘“ 142.2 68.3 5 211.0* 
1945 I - ‘i es -4 95.9 ‘4 97-5 
II a = 4 26.1 81.4 5 108.0 
Ill a ae ae 188.1 207.8 .6 396.5 
October ‘ia - - 90.0 TII.5 ® 201.7 
November ite 67.0 172.9 1 240.0 


* Exchequer Bonds: 1944 IV, £37.3 millions; 1945 I, {165.2 millions ; 1945 II, {124.4 millions. 
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The National Income 


(£ millions) 


Rent Profits, etc.* Salaries Wages Forcest Total 
1938 aa a 380 1,326 1,100 1,735 78 4,019 
1939 oa ia 388 1,482 1,141 1,835 124 4,970 
1940 ba ea 388 1,818 1,206 2,115 386 5,913 
1941 we sa 385 2,119 1,332 2,419 622 6,877 
1942 - ow 384 2,276 1,381 2,708 805 7,554 
1943 +s + 384 2,346 1,434 2,916 999 8,079 
1944 354 2,370 1,473 2,930 1,171 8,334 


* Interest and profits, including farm profits and professional earnings, but excluding national 
debt interest. 
t Pay and allowances, in cash and kind, of members of H.M. Forces and Auxiliary Services. 


Treasury Deposit Receipts 


Including 
prior Outstanding 
By Quarters : Raised Redeemed Encashments (end of period) 
£m. £m. £m. £m. 

1942 II re +a ad 477-5 382.5 33-5 591.5 
Ill 7 ats ae 341.5 172.5 55.0 760.5 
IV rv we “i 687.0 481.0 82.0 966.5 

1943 I oe “i ne 449.0 446.5 150.5 969.0 

II - ae a 745.5 789.0 219.5 925.5 
III ins ec 604.5 415.5 108.0 1114.5 
IV sie oe ia 939.0 652.5 96.5 1401.0 
1944 I ae is “a 695.0 706.5 180.5 1389.5 
II oF na a 980.0 1018.5 255-0 1351.0 
Ill wa ea - 875.0 644.0 115.0 1582.0 
IV oa “a sia 1130.0 917-5 139.0 1794.5 
1945 I _ mr mia 935.0 870.5 137.0 1859.0 
I] ne af a 1300.0 1083.5 97.5 2075-5 
Ill ha i“ id 1005.0 958.5 162.0 2122.0 
Monthly : 

1944 January ook ae 160.0 171.0 39.0 1390.0 
February oa oni 175.0 189.0 39.5 1376.0 
March ae ‘ 360.0 3460.5 102.0 1389.5 
April .. na ; 350.0 308.5 75.0 1431.0 
May .. i ; 290.0 301.5 97-5 1419.5 
June .. + ae 340.0 408.5 82.5 1351.0 
july .. ea — 220.0 153.0 2.0 1418.0 
August ve a 225.0 164.5 28.5 1478.5 
September .. - 430.0 320.5 54-5 1582.0 
October oe Be 400.0 277.0 26.5 1705.0 
November... a 270.0 274-5 69.0 1700.5 
December... bs 460.0 366.0 43-5 1794-5 

1945 January “a ia 200.0 195.0 34-5 1799.5 
February sa bia 230.0 228.5 45-0 1801.0 
March ane oe 505.0 447.0 57-5 1859.0 
April .. if a 490.0 353-5 27.0 1995.5 
May .. xi =e 330.0 262.5 27.0 2063.0 
june .. iia ne 480.0 497.5 43-5 2075-5 
July .. on ae 235.0 178.0 28.0 2132.5 
August ie a 290.0 237.0 24.5 2185.5 
September... ns 480.0 543-5 109.5 2122.0 
October ee ee 475-0 509.0 94-0 2088.0 
November... é 50.0 295.0 36.0 1843.0 





a. 
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Revenue and Expenditure 
Year ending Ordinary Ordinary 
March 31 E-xpenditure Revenue Deficit 
£m £m. £m. 
1937 , 830.1 823.3 6.8 
1938 P ih ; 898 .1* 872.6 as.9" 
1939 és 1054.87 927.3 127.5* 
1940 1809.7* 1049.2 760.5* 
1941 a 3867.2 1408.9 2458.3 
1942 wi 4775-7 2074.1 2701.6 
1943 ; 5623.2 2819.9 2803.3 
1944 aa sia 7 5788.4 3038.5 2749.9 
1945 - isa — 6057.8 3235.1 2819.7 
By Quarters: 
1944 1O'!I es 1562.2 1181.1 301.1 
il 1420.3 604.7 815.6 
III 1523.8 734.0 789.8 
IV 1502.0 654.3 847.7 
45 XI t609.8 1246.7 362.9 
Il 1306.3 611.0 695.3 
Ill 1443.7 750.5 693.2 
October , 408.5 204.0 204.5 
November , a 412.7 195.9 216.8 
* Allowing for loan expenditure. 
Tax Certificates 
Net Outstanding 
Raised Redeemed Subscriptions (end of month) 
£m. fm £m. £m. 
1942 November 26.1 5-5 20.6 433-1 
December ‘ 47.1 10.2 36.9 470.0 
1943 January . ‘ 48.7 24.7 23.9 493-9 
February 15.3 70.3 25.0 468.9 
March 46.3 72.1 25.8 443-1 
April . 26.3 12.0 14.3 457-4 
May ‘a 39.9 16.8 23.1 480.5 
June 46.6 3.2 33-5 514.0 
July 47-7 24.4 23.2 537-2 
August .. 29.7 16.3 13.4 550.6 
September 54.0 21.8 32.2 582.8 
October 45-3 30.3 15.0 597-8 
November a7 3 15.0 12.3 610.1 
December 45.1 11.6 30.5 646.6 
1944 January 48.4 100.1 51.7 594-9 
February 51.3 35.9 34.6 500.3 
March 52.3 50.5 1.5 561.8 
April 37.8 18.9 18.9 580.7 
May $3.1 19.8 II .3 592.0 
June 17.8 14.9 32.8 624.8 
July , 34-4 20.8 13-5 638.3 
August . 33-9 23.3 10.6 643.9 
September 63.8 25.8 38.0 680.9 
: October 29.1 20.9 8.2 695.1 
November 41.2 19.1 22.3 9t7.2 
December 63.0 20.4 42.5 759-7 
1945 January 52.3 73.4 20.1 733-6 
February 62.6 112.3 49.7 653.9 
March 65.5 66.7 1.2 682.7 
25-3 16.4 38.9 91.6 
Ma 33 12.9 20.2 711.8 
fun “s.5 24.7 26.5 738.3 
july 25-3 21.0 4.3 742.0 
August . 28.0 4.2 14.8 757-4 
September 39.7 ey 2.0 755-4 
October 23.6 24.6 — 1.1 754-3 
November ; - 31.2 20.5 10.7 765.0 
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ROYAL BANK OF SCOTLAND 
t 
aun 
a Se 
tk 
ANNUAL GENERAL COURT OF PROPRIETORS te 


THE BANKS’ ASSISTANCE FOR INDUSTRY al 


THE DUKE OF BUCCLEUCH’S REVIEW 





HE Annual General Court of Proprietors 
of the Royal Bank of Scotland was held 
at Edinburgh on Wednesday, November 
8, 19045, His Grace The Duke of Buccl 

















and Queensberry, P.C., G.C.V.O., Governor of 
the Bank, presiding 

His Grace said: I as ti ir pleasu 
that the Annual Report and Palance § t 
with Auditors’ Report, which have previc 
been circulated, shall be taken as re 

Before de with the ordinary busin 
of the Meeting, I have to refer to tl! 
sustained by the Bank by the death of Sir 
William Whyte, D.L., which urred in April 
Sir William, after having occupied the f 
of General Manager with marked distinction 
since 1933, was ap»ointed an Ordinary Director 
of the Bank in January 1944. His untim 
death, depriving us of his w ir i 


deeply regretted 


A year ago I referred to the loss which the 
Rank had suffered in the death of the Rt 


Hon. The Earl of Strathmore and King! e, 
ie, Bak, Ge. ¥io« ea Deputv-Governo 
and now I have to welcome as his 

in that office his son, the present Lord Str 
more The Director re pleased that |] 
Lordship, by accepting thi ce. has n 
tinued the association between his fam ad 


the Bank 

are sure will be 
I have also pleasure in referring to the 
ment of Mr. John Herbert Richardson, 
to the Signet, as an Ordinary Director of tl 
Bank, which took place on Septem! 
In the short period he has been 
have had ample evidence of Mr 

keen interest in his duties and are sure he will 
prove an acquisition to the Board. Mr 
Richardson holds office until this Court, but 
is eligible for re-election 


a feeling of satisfaction which they 
x DD. + ~ 


shar } 








Richardson’ 


BALANCE SHEET 


Turning to our Balance Sheet, the Deposits 
and other Credit Balances at {111,234,014 


f over {7,000,000 and create 


nat on } 
Our Not in Circulation have again in- 
creased and now total £0,690,984, but, due no 
bt to the diminished expenditure on War 
( tracts, tl increasing tendency would 
ir to ha lowed down in the last few 
months Nevertheless, it is felt that the 
public must still have more Notes retained in 
thei n than necessary for current 
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ments and other Obligations do not call for 
yecial iment 
( t A i it ll ybserved, our 
ly liquid position has been 
Balan with the 
{i | 1 ot ] Money in 
I n ( t i te., amount- 
i thi 1, along with 
our JT I t Re ts now totalling 
£16,500,000 n increase in the year of 
{4.0 ) r t .7 per nt. of our 
I ts and issued 
t Securities at £48,974,059 
over £3,700,000, and 
| r vued at or under 
market pr I 1 the date af our Balance. 
The incr of almost $400,000 1n Bills 
i ited is uunted for by the larger 
holding of Tr iry Bills, ordinary commercial 
} t + i t n y] , 
on Cash Cred and Current 
at 3,722,501 sh a decline of some 
1,412 A is wl lue to the liquida- 
t f rary overdrafts of an exceptional 
ture connected irtim 
PROFITS 
“a - 5 


The Net Profit for the year at £546,455 i 
; a 


3 
ian the amount shown a y r 
i1g 


a This sum is ar 1 at after provi_iig 
for Taxation and Charges of Management, 
and, I think, t be considered satisfactory 





in view of the heavy incidence of these items 
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APPROPRIATIONS 


The Directors are pleased to be in a position 
to recommend that a dividend for 
year on the Capital Stock at the rate of 
Seventeen per cent leclare 1; 
that £30,000 be ¢ 


tenance Reserve Account; th t 
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contributed to the Tr 

Pension Fund and t! the | L 

remaining tt »p riatic 

to the rest h, with this addition, now 
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of the Bank co to 
le usual ind | Like 
progress has a to | 1 lint yf our 
associated Banks, Glyn, Mills & Com ny and 
Williams Deacon’s Bank. The three Banks, 
while preserving their own traditions and 























maint i ie ] 
featu which have m 1 their v 1S 
activities during two centuries in ysest 
and by t t t r 
ire able to giv 40ddi lla direct 
our customers Over a wide area. 
PROBLEMS OF THE |! y 
We t that, alt L | 1 OI 
six years toda } time 
conditi humbly thankf f the 
victory which is ours. W r in th 
knowledge that the premature loss of human 
é the destruction of m things 
t LV VC le to j L he 
irs, thou t y 
in our | y hi O e- 
n com € a 
much sacri i 
imp ity of 
ry v¢ l t 
3; W if pu i t 
price. in t W outa 
ind 1t is int l ) ) 
ind tackle th l { 
1appenings of the past six 
left us much poorer in m ial thi it 
the foundations for a prosperous 5 
as secure today as ever they n i How 
then must we, who are the builders, proceed ? 
It is, of course, a very lar qu n—full 
of intricacies atfecting other countries as well 
as our own—but, involved as the ituation 
undoubtedly is, it may be that certain funda- 
mental princi; les are there which must be 





observed if sound and lasting progress is to 
be attained. 


HARD WORK NEEDED 


In the sphere of international affairs man 
Obstacles will have to be removed before th 
ground can be prepared for progressive action, 
but, much as we shall need and be grateful 
for assistance from the outside, the ability to 
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restore our stricken fortunes must rest largely 
with ourselves. Six years of war, during which 
our full productive capacity was adding little 
to the real wealth of the community, have 
disturbed in no mild manner the ordered 
progress of our economic ways. Our economic 
structure has been rudely shaken and, during 
convalescence, we must in our own interests 
be prepared to accept such controls as are 
necessary to make workable a system which 
at preseat is not able to function properly of 
its own accord. But economic controls in 
themselves possess no special virtue: their 
ficacy lies in helping those controlled—and 
only they by their own efforts can do it—to 
re-establish as quickly and as orderly as 
possible a state of atfairs in which such re- 
ions will no longer be necessary. It 
we must all agree, be calamitous if the 
accumulated spending power of tne past few 
years were perinitted free play on markets so 
iort, as they are today, of consumer goods. 
1edy lies in increasing the supply of 
und this will call for much hard work 

and self-sacrince oa the part of all of us. 
Clearly, there should be directed to our export 
the goods which we can spare, and 
t in tne easy way of senlinzg out 
anytuing which, for a relatively short time, 
tne denuded markets of the world will be ready 
to take, but by establishing a demand based 
competitively on quality and price. To 
ensure lasting success our export trade will 
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have to be based on the long view; tuere is 








no short cut 


BANKING AND INDUSTRY 


It is perhaps fitting that, when speaking of 
nt of tne trade and industry 
I should make reference to 
he p vi > Banks are able and willing 
to pla} In the tirst place, they have, during 
the past year, taken a promient part in tne 
estavlisament of two Industrial and Finance 
Corporations having for their main Object tae 
nting of financial assi.tauce to Companies 
whose position may not for a time display that 
measure of liquidity which is the basis of 
ordinary Ganking advances. Ona top of this, 
the Banks are ready to atford to their cus- 
tomers, when required, assistance necessitated 
by tneir ordinary trading requirements. for 
ourselves, we are prepared to give all tne help 
we can to business enterprise calculated to 
benemt the national interests. In this con- 
nection, we think specially of Scotland, and 
we sincerely hope that the eitorts being made 
to develop the land and to establish a better 
distribution in the industrial layout of the 
country, which will make for greater stability 
in employment, will be successful. 









SMALL SAVINGS 


I have already referred to the part which 
the individual is called upon to play in the 
present struggle to restore peace-time pros- 
perity, and the Savings Movemeat for its 








moral value no less than for its claims on the 
ground of self-interest affords an opportunity 
for individual effort which deserves to be 








stressed. The State is able to regulate spending 
power to a considerable extent and thereby 
to prevent the disastrous inflation which would 
ensue if restrictions were prematurely removed 
gut, nevertheles ) »s for careless 
spending still exist and the is great virtue 
in the voluntary effort which the Savings 
Movement fosters Discipline which is 
voluntarily assumed is of higher quality than 
hat ich is im 1 from the outside, and 
t nall rs, by l ll they can, help 
not only their count 1 its present need but 


TRIBUTE TO OFFICIALS AND STAFF 


Ihe members of our Staff who have been 
serving with His Majesty’s Forces are now, 
like many others, in process of demobilization 
and, grateful for the part which they hav 


played, we shall welcome them on their 


return Their service with the Forces will 
count as service with the Bank and every 


ouragement and help will be extended to 
those who, understandably, may require a 


litt time to readju themselves to the 
routine of civilian duties. But forty-three of 
our Staff will never return. We bow humbly 
before their sacrifi and share the proud 
sor of their relatives and fricnds A 
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further two are still reported as missinz and 
we feel for those who, in growing anxiety, 
await their safe return. To those members of 
the Staff, permanent and temporary alike, 
who have carried on the business of the Bank 

nder trying conditions, we express our grateful 
appreciation and thanks. We have reason to 
know that they have regarded the accomplish- 
ment of their tasks as an act of duty and their 
willingness to serve has been made all the 
more outstanding by the cheerful manner in 
which they have given of their best. To Mr. 
Thomson the General Manager, the Assistant 
General Managers and the Officials at Head 
Office, London, Glaszow, Dundee, Aberdeen 
and Branches, our thanks are also due for 
their valued and devoted services. 


APPROVAL OF ACCOUNTS—DIVIDEND 

I now beg to propose that the Report, 
containing a Statement of the Accounts and 
Balance Sheet, be approved and that out of 
the Profits of the year a Dividend at the rate 
of Seventeen per cent. per annum for the 
half-year, under deduction of tax, be declared 
in conformity therewith 


The Report was approved and the Governor, 
Deputy-Governor, Extraordinary Directors 
and the retiring Ordinary Directors were re- 
elected and the Auditors were re-appointed 
for the ensuing year 
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K (DOMINION, COLONIAL AND OVERSEAS) 


OVERSEA DEVELOPMENT CORPORATION 
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WI I GOODENOUGH ON THE SCHEME 


Barclay agricultural character There are, however, 











Col ( ! other which, while eminently desirable in 
( Street the public interest, call for finance of a 
mber character which it is not within the province 
{ { tat of a commercial bank to provid 
VW ( 4 
with t ta THE NEW CORPORATION 
| tl v1 yf you direct i: 2 not 
ab right merely to dismi his ] lem as being 
t I wi ( I al tl I ro your 
ut bank I have a dingly tried to find a 
practical means y whic! it may make a 
val le conti n ) ri of colonial 
developm wi ut departing from sound 
| bankit pri i] In virtue of powers 
rre n tl bank by Section 8 (16) of 
} t t to form a 
t ] Overseas Develo 
( tion Limited 
! t d « l I ) 0 
wl or 0 will b 1cd in 100,000 
\ har f {1 ! Chest tres will 
i 7 Ban Dominion 
, ( 1d ¢ 1d allotted to tl 
’ nor es 1 premium < 
) thi t rporation to 
< I ! i a ! rv fund of 
) 100 i \ ot ti Capi al I S 
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i eparat 
i i TH G \ 
( ley, 
. % ] G.{ \i .¢ i ! 
ay ! ir boar 
ther director Vili | I O. Holden, I q 
and G. M. Garro-Jones, Esq rhe registered 
fice will be at 54 Lombard Street, Londoa, 
E.C.9 The Cor tion will > wide 
rs un which to operate, and for the 


ts aims may borrow or raise 


institutions of 
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A BATTERY OF “DISAPPEARING-DOOR” 
SAFES BY JOHN TANN 


O meet the need of a great Savings Bank for security 
from fire for a vast system of records, with immediate 
access at the public counter and with the space behind 
it left clear, John Tann designed and manufactured the 
safes above illustrated. The upper illustration shows the 
doors shut and the lower one the doors folded back on 


each other and slid into récesses at the sides of the safes. 
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